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ASSETS 
PI ANT AND PROPERTY ACCOUNT (See Note loci 
Land and Improvements . 2 e e ° e ° ° . ° . ° ° $ 7,107,347.75 
Buildings, Machinery and Equipment ° ° ° ° ° * $105,369, 747 05 
ess: Amortization and Reserve for Depreciation * zi Py . . 5s 53,23 7,261.12 52,132,485.93 
Intangibles ‘ ‘ : > ° ° ° ° ° ° . ° ° ° - ° . : e 18,839,456.67 78,129,290.35 
CURRENT ASSETS: 
Cash in banks and on hand : ; ° e e e ° ° ° . ° ° ° ° . . $ 7,609,574.00 
. Government Securities at cost . ° ° ° ° e . ° . . ° ° ° e 844,281.26 
(Quoted market value $834,070. 31) 
Accounts Receivable, less reserve . ; ; ; ‘ ; 4 5 A ; Fe ‘ 15,150,190.42 
Accrued Unbilled Escalation Charges " (estimated) : ; ; : ; F 3 . ° ° ; 1,614,893.96 
Notes Receivable, less reserve (includes $480,113.37 maturing subsequent to one year) . = Rp ‘ ‘* ; 789,731.81 
Inventories at cost or less, and not in excess of present market prices. : : 5 ‘ . . ° . 67,910,972.58 
Marketable Securities, at cost or less : : , ; s 2 * . 7 ~ . 5 e 2 1,923,761.72 95 843,405.75 
(Quoted market value $1,992,312.63) 
PREPAID TAXES, INSURANCE, AND LIKE ITEMS . ° ° ° ° ° ° ° ° ° ° e ° ° . e 748,133.08 
MISCELLANEOUS SECURITIES, less reserve ‘ . ° ° . . , . . ° . . . . . . . 103,564.34 
29 } a] 
Nore 1: Plant and Property of Parent Company included in above valuations were inventoried and valued by $174 ELAS 
Coverdale & Colpitts, Fcc ie Envineers, as of April 30, 1939, on the hans of values at March 1, 1913, 
with subsequent additions at cost. Plant and Property of Subsidiary Companies are included at cost. 
CAPITAL STOCK: LIABILITIES 
Preferred: 
Authorized and issued 300,000 shares—par value $100.00 per share. S ‘ " ‘ ‘ ‘ Fy $30,000,000.00 
Less: 10,550 shares of Treasury Stock . : 4 : : ‘ ‘ ° ° ° e ; J f 000.00 $28,945,000.00 
Common: 
*horized and issued 600,000 shares—no par value . " é s ‘ 5 ° Ps ° . ei $30,000,000.00 
: 600 shares of Treasury Stock . ‘ . ‘ . ‘ ‘ 7 ° * e ° . 30,000.00 29,970,000.00 
CU IRRENT LIABIL ITIES: 
vil!s Payable—Banks . ° ° . . ° ° . ° ° . . . . . $21,875 ,000.00 
Accounts Payable and Payrolls é e ° ' . ‘ i ‘ - . ° . ° . 18.324.990.69 
-rov sion for Federal, St ite and Loc y Taxes . ‘ . A . F ‘ ‘ ° ° . e . 4,426,683.21 
Advance payments r d on sales contracts. : ;: : : ‘ : , ‘ < ; 1,068,794.64 
Sinking Fund requ’rements due within one year under indentures securing debenture issues of Shippers’ Car 
Line Corporation : ; ‘ : ‘ ‘ ‘ . ; ‘ : ; : a 685 1.00 46,379,568.54 
SINKING FUND DEBENTU RES. OF SHIPPERS’ CAR LINE CORPORATION, A CONSOLIDATED 
SUBSIDIARY 
3% D'JE AP PRIL 1, 1961 . . : ° ‘ ‘ ° ° ° ‘ ° ‘ ‘ ; ‘ $ 4,475.000.00 
3% D iy 1, 1962 > ‘ : ‘ ° ° ° . . e . . ° ° ° 3.301 ).00 
344% DUE APRIL 1, 1963. ° ° . ° . . ° ° ° . 2 3.49 290,00 10,115,000.00 
MINORITY INTEREST IN CONSOLIDATED SU /BSIDLARY e e . . ° . ° ° . . e ee ‘ ‘ 7,347.38 
RESERVE ACCOUNTS: 
For E aploy. Welfare Plan (See Note 2) . ° F ° . ° ‘ 7 - ° ° . Fe $ 4. y 
For (¢ wencies . : : 4 P r . - . . . ° . . 3,705 
For Dividends on Common Capital Stock, to be paid when and as declared by Boarc rd of Directors . . . ; 735.744.74 14,231,770.95 
CAPITAL SURPLUS: 
?xcess of acquired equities over cost of inve nt in consol dited subsidiary * . a e e ° 7 $ 2,.397,790.63 
Excess of par (or st iced) value of Treasury Sti ra over cost of acquisition . . . % e e > 551.600.25 2.9459,290.88 





EARNED SURPLUS ACCOUNT, See Statement 









Noie 2: The Reserve for Employees’ Welfare Plan has, during the year, been charged with the net amount (after 
tax benefits) of $258,688.31 on account of employees’ retirement cost applicable to past services 


STATEMENT OF CONSOLIDATED INCOME ACCOUNT 
ERNEST W. BELL ann COMPANY 


Gross Sales and Car Rentals, less discounts and allowances ;: : - $131,360,756.25 
CERIIPIFD PUBLIC ACCOUNTANTS 
. : + 5 > : a Ipur y - 
Cost of Operations, inclu‘ing Administrative, Selling and General Expense, 25 Beaver Street, New York 
but before De pre ciation. : ‘ . ° ‘ F i . 121,06 3,720: 44 To THR STOCKHOLDERS OP 


AMERICAN Car anv Founpry Company, 


0,357,035 
$ 10,3 35.81 = Cuurcn Srreet, New Yorx Criry 











Depreciation . > ° ° ° . e ‘ ° é ° 3,215,668.72 > have examined the C Yonsolidated Balance Sheet of the American Car 
aay seis < 7,141,367.09 Pe Foundry Company and its subsidiaries as of April 30, 1948, and the 
varnings trom Operations ° ° ° ° ° of ° ° . Consolidated Statements of Income and Surplus for the fiscal year then 
a ended, have reviewed the systems of internal control and the accountiny 
ther Income: procedures of the companies and without making a detailed audit of the 
aniGk 
Dividends ° ° ° e . e ° ° $114,830.93 transactions, have examined or tested accounting records of the companies 
Vitereae : : 7 . R 7 . 434,068.64 and other supporting evidence by methods and to the extent we deemed 
Iti 63.938.7 appropriate. Our examination was made in accordance with generally ac- 
Royalties : : . . . . ° ° shana cepted auditing standards applicable in the circumstances and included all 
Profit on Sale of Securities. . . . ° 439.65 procedures which we considered necessary. 
Miscellaneous ’ : , . K : . 32,466.30 645,744.30 As the result of a change in cost accounting methods, certain engineering 
———— — —— costs, which in prior years were considered as general and administrative 
$ °°U,787,111.39 expenses, have in the current year been treated as direct charges to pro- 
Other Charges: duction costs. According uly, costs of $1,539,346.33 repesenting engineer- 
Interest . ‘ ‘ > ~ ‘ . . $554,572.58 ing expenses have been included in closing inventory of work in process 
meee 342,076.67 with a resultant increase of approximately $950,000.00 in net earnings 
oyalties a ° . . e ° ° e 342,076. 
after Income Taxes. 
Property Retirements P . ° ; . ‘ 226,021.04 In our opinion, the accompanying Balance Sheet and related Statements 
Atierslancnus . . : . 7 : : 124,893.83 _1,247,564.12 of Income and Surplus present fairly the consolidated position of the 
; —_—_———_ - ———— American Car and Foundry Company and its subsidiaries at April 30, 
Net Earnings before Provision for Federal Income Taxes . ‘ ‘ « $ 6,539,547.27 1948, = the —— results of their operations for the fiscal year, 
‘ “ . : in conformity with generally accepted accounting principles applied (e 
-duct—Provi ederi come Taxes -e Note 2,435,595. ee appite at 
Dedict—Provision for Federal Income Taxes (See Note 1) od ° e ___2.435,595.46 cept as stated above in re spect to the treatment of engineering costs) on 
Jet Earnings Carried to Surplus ° ° ° ° . . - $ 4,103,951.81 a basis consistent with that of te preceding year. 
=— July 1, 1948 Ernest W. Bett anv Company 


STATEMENT OF CONSOLIDATED EARNED SURPLUS 


Balance, May 1, 1947. . ; ‘ : : ; . ‘ : ‘i : a i : : R is cy ie Te $ 41,946,713.96 
Add: Net Earnings for year . : ° i ‘ : ‘ . . ° ° . ° ° e . e . e e « 4,103,951.81 


‘ $ 46,050,665. 77 
Deduct: Dividends paid during the year on capital stock publicly held, viz.: 
On Preferred, $3.50 per share from earnings for year ended April 30, 1947 and $3.50 per share from 


earnings for year ended April 30, 1948 . FS ‘ 5 3 ‘ ; E ; ‘ . J $ 2,026,150.00 
On Common, $3.00 per share ° : ° . . ° . . ° ° . : . ° ‘ 1,798,200.00 3,824,350.00 


Balance, April 30, 1948 Pe ki; 3 GB) ge: Sia? = ts 7- Aatlawoe ee a= Ao a A he aah oh pc MRC 


Note 1: Federal taxes are shown before tax benefit of $158,828.29 as a result of charges made to the Reserve for 
Employees’ Welfare Plan. This saving has been applied as a reduction in the charge to said reserve. 

Nore 2: Since the prior service cost under the Employees’ Welfare Plan has not been fully funded, the unfunded 
portion is increased each year by the actuarially required interest on such unfunded portion. The amount 
of such interest on the unfunded prior service cost would, if currently paid, amount (after income taxes) 
to approximately $101,000.00 for the fiscal year ended April 30, 1948. 
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How to predict 


the wnprreditable,! 


Strictly speaking, that’s impossible, 
because it’s a contradiction in terms. 

But in any kind of forecasting— 
the weather or securities—you come 
closer to the right answer if you do 
the job scientifically, get the facts, 
analyze them fairly. 

Take the Steel Industry. Demand in 
1947 reached an all-time high. So 
did earnings. And the prospect for 
1948 seems excellent. 

At this point we could recommend 
that you buy Steel. We don’t. But we 
do say that wise investors should in- 
vestigate steel securities as potentially 
attractive investments — and _ the 
known effects of steel on other indus- 
tries and securities. 

That’s why we’ve prepared a new, 
32-page wats on Steel. It thoroughly 
explores supply and demand and the 
way steel 3 a itself to changing 
conditions of costs and prices. It gives 
past earnings, present position and a 
detailed picture of 24 leading com- 
panies—plus thumbnail reviews of 
21 others. Conscientiously it asks— 
then tries to answer—“How will the 
steel investor fare?” 

If that answer is important to you 
...if you want more facts for your, 


own investment 
Ss ] 
TEEL 


forecast...this sur- 
i) 






vey should hel 
you reach soun 

investment deci- 
sions. Your copy 
is free. Just write, 
or ask'for it at 
any of our 99 

offices—today. 


Department T-5 


Merritt LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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Japan Under U.S. Occupation 


I 


a 


Photo by Press Assoc. 


A lone member of a United States Military Police Battalion patrolling a Toyko street symbolizes the 
firm hand of Uncle Sam in maintaining order in conquered lands. Although the Japanese eye the 
American uniform with mixed feelings of admiration and resentment, the element of respect for authority 


is universal. All know that the MP is there to protect them as well as to prevent any breach in pub- 


lic discipline. 
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Business 


The Trend of Events 


INFLATION AND THE STOCKHOLDERS... Deteriora- 
tion of the buying power of the stockholder’s divi- 
dend income has frequently been blamed for the 
failure of the stockmarket to reflect more adequately 
our inflationary postwar boom. Common stock prices 
have lagged far behind the sharp rise in commodity 
prices, and investors generally have fared far worse 
than any other group in terms of net purchasing 
power derived from dividend income, despite the 
fact that such income has frequently increased 
appreciably. But such increase, where it occurred, 
was far outdistanced by higher prices and taxes. 
For that reason, common stock investments have 
been poor inflation hedges. Moreover, dividend in- 
come normally available for reinvestment is in 
ever greater degree required to help defray sky- 
rocketing living costs, and the absence of such 
funds from the investment market is being dis- 
tinctly felt. 

A striking example of the lessened purchasing 
power of investors is furnished by a compilation 
of the National City Bank of New York, reprinted 
on page 374 of our last issue under the caption 
“Casualties of Inflation.” It shows the extent to 
which a person is better or worse off than in 1930, 
including disparities among the various groups of 
wage earners, bondholders and stockholders. The 
position of the latter is of particular interest. It 
shows that a “small stockholder” with a $3,000 
dividend income in 1930 has since lost 21% of 
his purchasing power. Taking into account price 
inflation and income taxes, his investment in 
1947 returned only four-fifths of his former net 
purchasing power despite the fact that dividend 


income before taxes had increased to $3,700. 

Even more drastically, a “well-to-do” stockholder 
with a dividend income of $30,000 lost 42%, and a 
“wealthy” stockholder with a $300,000 annual divi- 
dend income lost fully 69% of his 1930 purchasing 
power. If these investors had other sources of in- 
come, the drop in purchasing power would even 
be greater because they then fall in still higher 
tax brackets. Bondholders as a group have fared 
still worse, as interest rates have declined whereas 
dividend rates have risen to some extent, if not 
always. Thus the erosion of purchasing power of 
bondholders has been calculated at 62%. 

The experience of the stockholders hardly squares 
with the frequent criticism that corporations are 
making too much money. Were they to earn less, 
with resultant smaller dividends, the stockholders’ 
plight would be even more sorry. True, corpora- 
tions generally last year paid out a smaller per- 
centage of earnings in the form of dividends than 
ever before, and this year they are doing only a 
little better, but corporations are having their own 
inflation troubles. They are severely hit by the 
“high cost of doing business’, apart from the ex- 
traordinary needs for-new capital to finance post- 
war expansion and the difficulty in raising new 
funds in the capital market. This difficulty, of 
course, can in part at least be traced back to the 
factors mentioned at the outset which tend to cut 
short available reinvestment funds. 

The overall picture disclosed by the National City 
Bank’s computation is revealing. It shows how 
poorly the “bloated bondholder” and the “wealthy 
stockholder”, any stockholder in fact, has fared in 
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relation to organized labor which generally man- 
aged to improve their position in terms of relative 
purchasing power, often substantially so. Improve- 
ment of the investor’s position hinges on tax and 
inflation relief, or on larger dividends as well as 
lower taxes while inflation runs its course. While 
the former, in many cases, may be a better prospect 
than the latter, the stockholder is unlikely to get 
either in a degree required to redress his position. 
What is needed is not only distribution of a larger 
percentage of corporate income as dividends (once 
postwar capital requirements have been largely 
met), but tax relief through abandonment or abate- 
ment of double taxation. Only in this manner can 
a healthy equity market be restored, particularly 
for new issues. 


PRICE CONTROLS... The President’s announced in- 
tention of pressing for restoration of price controls 
at the forthcoming session of Congress is clearly a 
political move, but whether political or not, pres- 
sure to do something about prices has doubtless 
risen considerably. Prices of virtually every cate- 
gory are moving into new high ground once more 
and the squeeze on consumers is mounting steadily 
with a high percentage of people now living beyond 
their means because of higher living costs. 

Yet the case against restoration of price controls 
is strong, especially if we consider the causes of 
the latest wage-price spiral. A good deal of blame 
for rising prices can be placed squarely on the 
Government’s shoulders, for the Administration has 
consistently encouraged wage increases, enormous- 
ly expanded Government spending, added to the 
already greatly swollen Government payroll, kept 
food costs high by its farm price support policy, 
and otherwise has done little or nothing to restrain 
inflationary pressures. As the record shows, every 
demand for wage boosts has been successful, and 
perhaps most of all in those instances in which 
the Government has stepped in as in the coal and 
railroad controversies. And every increase in wages 
was promptly followed by higher prices for the 
consumer. 

If now, in the exercise of some emergency power 
or by legislation, the President would restore price 
control and allocation of commodities, it would mean 
further postponement of the day when ‘balance or 
near-balance will be restored between production 
and consumption. During the war, price controls 
were fully justified, though they would have been 
far more effective if accompanied by effective wage 
control. During that period it would have been 
impossible to increase the supply of consumer goods 
by letting prices rise. But things are different now. 

Under the stimulus of a rising price trend and 
enormous effective demand for goods and commod- 
ities, output has risen to unprecedented peacetime 
levels. If prices were now arbitrarily and artifically 
frozen (a roll-back is out of the question) at pres- 
ent levels, while labor and other costs keep rising, 
production sooner or later would be cut sharply 
because of curtailment or disappearance of profit 
margins. Break-even points today are high in most 
industries and it wouldn’t take much of a profit 
squeeze to eliminate profits entirely. The end-result 
would be a renewed shortage of goods, revival of 


black markets and new burdens for the consumer, 
quite apart from the impact on industry and the 
economy as a whole. 

The only practical and effective way to fight in- 


flation is to attack the causes rather than the 
symptoms, and from this the Administration has 
consistently shied away despite the availability of 
adequate authority to act in this direction. It is in 
the fiscal and monetary field where action must be 
taken. Resort to arbitrary controls will do more 
harm than good. Nor can selective price ceilings 
on a few key commodities like steel and meats do 
the trick. Our price mechanism is once more func- 
tioning normally and any interference is bound to 
have adverse repercussions. 


RISE IN STEEL PRICES... In view of the Administra- 
tion’s campaign for revival of price controls, the 
latest rise in steel prices has come at an unfortun- 
ate moment. We can expect that much will be made 
of it as ammunition to support the drive for new 
controls; and as a corollary, much will undoubt- 
edly be made of the probably excellent earnings of 
the steel industry soon to be reported for the sec- 
ond quarter. 

If only to weaken political pressure to reimpose 
price controls, it might perhaps have been better, 
had the price hikes for steel been postponed. Yet 
one cannot help thinking that they were made at 
this time as a protective move, just because of the 
possibility of reimposition of price controls. The 
element of uncertainty thereby introduced into in- 
dustrial pricing policies may well induce many other 
industrial concerns to raise their prices in turn. 
Already there is talk of another boost in automo- 
bile prices, and other steel consumers are likely to 
follow suit at an early date. If so, much will like- 
wise be made, at the congressional session, of the 
impact of the steel price rise on the general level of 
industrial prices. Yet that very impact, in the ab- 
scence of a threat of new price controls, might have 
been not nearly as drastic as it now promises to be. 


The boost in steel prices exceeded general ex- 
pectations but according to industry statements, 
the increases were necessary to compensate for past 
and present rises in costs. As it coincides with 
introduction of fob pricing, the impact on many 
consumers will be doubly severe. Yet it might be 
worth remembering that resort to fob pricing, rais- 
ing steel costs for most consumers not located near 
steel mills, was the direct result of Government 
policy rather than of the steel industry’s choosing. 
If that policy is now reacting in embarrassing fash- 
ion, it is hardly the industry’s fault. Yet efforts 
have been made to create the opposite impression, 
and more such efforts are likely to be witnessed 
in the future. 

The steel industry in the past followed a con- 
servative policy under its system of basing point 
pricing. Had there been free play of supply and 
demand, steel prices would be far above present 
levels, as attested by the existence of excessive 
“grey market” prices for steel products. If Gov- 
ernment policies have contributed to the need for 
an upward price revision at this time, the industry 
can hardly be taken to task for it. 
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By ROBERT GUISE 


THE PRICE OF WEAKNESS 


ef: HE critical situation facing the western nations 
at Berlin and elsewhere in the world, their fail- 
ure or rather their inability during the three years 
since the war’s end to build a real world peace, is 
commonly attributed to Russian recalcitrance and 
communist designs for world power. This is true 
enough. The Soviet policy and aggressiveness has 
been a primary stumbling block to postwar efforts 
of recreating a eho and secure world. But in 
some ways, blaming Russia “ 
alone for the evils of the a oo 
world today is like putting 
the cart before the horse. 

In the final analysis, we 
ourselves must assume a 
goodly share of the blame 
simply because our own 
actions and policies have 
enabled Russia to become 
the threat to world peace 
that she is today. If once 
more we appear to be on 
the brink of war, the rea- 
son lies not only in the 
many blunders and mis- 
calculations that char- 
acterized our policies as 
far back as Teheran, Yalta 
and Potsdam, but ever 
since the end of the war. 

One of the worst mis- 
takes, in view of what 


ly thinking quarters must 
have sensed would develop 


mobilization as soon as 
the shooting war was over. 
It transmuted our former 
great strength into weak- 
ness, and for this weak- 
ness we are now forced to pay a stiff price. It is a 
fair assumption that had we held on to our strength, 
our difficulties with Russia would never have reached 
this critical stage, since we would have been far 
better able to cope with them. As it is, once more 


‘in our history we are forced “to talk softly until 
| We carry a bigger stick.” At this writing, the de- 


velopments in this 
direction. 

The price we now must pay for our weakness 
assumes many forms. We pay it in money, in politi- 
cal and economic unsettlement, in diplomatic disad- 


in the Berlin crisis point 


Vantage necessitating painful compromise. We pay 
It in the form of colossal national budgets imposed 


on our country, perhaps for years, to rebuild at this 
late stage our armed strength, to keep us strong in 
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SLIGHTLY AWKWARD”’ 





Smith in the Lancaster Intelligence Journal 


the face of future eventualities, and to assist our 
allies, left a helpless prey to Russian pressure and 
encroachment by our premature demobilization. And 
the price comes high not only in a material sense 
alone, in heavy and prolonged tax burdens, in added 
inflationary pressures, in the slow undermining of 
our standard of living. It has to be paid in the coin 
of great world-wide disillusionment and insecurity. 
At worst, the ultimate price may be another world 
war though we hope that 
it is not too late to avoid 
such a tragedy. At best, 
we face a long period of 
tension, an atmosphere of 
alternate hope and fear 
which will make it diffi- 
cult for us and the west- 
ern nations to conduct a 
normal economic life. 

Still there should not be 
the slightest relaxation in 
our efforts to redress a 
badly fumbled situation. 
To gain peace and secur- 
ity, both for us and for 
the world in which we 
must live, we must again 
become strong, political- 
ly, economically and mili- 
tarily. Any alternate 
course is impossible to 
contemplate. As it is, we 
are now in the deplorable 
position where our major 
foreign policies are un- 
duly influenced by foreign 
considerations rather than 
our own, where frequently 
they are the outcome of 
successive expediencies. 
Only by recovery of 
strength can we obtain 
the necessary freedom of 
action. Absolutely indispensable, also, is diplomatic 
leadership that henceforth must be as brilliant as it 
was incompetent in the past. Without such leader- 
ship, even the stiff price now exacted from us may 
be paid in vain. 

Were it not for our basic weakness, our present 
predicament in Berlin would never have arisen. In 
order to repair the damage and to stay in Berlin with- 
out having to fight a war about it, we are now forced 
to recede from a position to which we were openly 
committed—to retreat from the London agreements 
which because of our relative weakness found only 
half-hearted support among our allies. If we concede 
under Russian pressure to four-power negotiations 
about the whole of Germany, we shall give the Rus- 
sians a cheap and easy victory. 











Market Re-appraising Company Prospects 


Last week’s technical rally is unlikely to go much, if any, further. The testing of 
recent lows will determine whether there is to be a trading-range market for a time or 


at least an intermediate downtrend. We do not see any basis for sustained advance any 
Hold, or raise, substantial cash reserves. 


time soon. Our policy remains cautious. 


By A. T. 


Wienin the fortnight since our last previous 
analysis was written, the market suffered a fairly 
sharp decline, and then made up a little less than 
one-half of the loss in a leisurely rally which ap- 
peared to be of purely technical character. The main 
damage was done in three consecutive sessions of 
relatively heavy selling late in the trading week 
ended July 16 and early last week. This was fol- 
lowed by four sessions of recovery to the end of 
last week, on which the volume of transactions 
tended to dwindle progressively. At the low point 
of reaction to date, the Dow-Jones industrial aver- 
age had sagged to within a fraction of 179, from the 
early summer high just above 193; and it stands 
around 185 as this article goes to press. 

When a number of influences combine to cause a 
sudden market fall, it is never possible to deter- 
mine just what part each of them played. The three 
sessions of heaviest selling coincided with the play- 


MILLER 


ing up of an acute war scare in the newspapers and 
over the radio. The war scare did not result from 


any new move by Moscow, but from inspired stories, | 


given out by unidentified U. S. officials, to the effect 
that consideration was being given to a-plan to 
“test” the Berlin blockade by trying to move an 
armed convoy or train into the city. This idea got 
an unfavorable reaction from the British and 
French, and from the American public, and there- 
fore was quickly dropped. During much of last 


week the officials, from the President down, were | 
trying to calm the fears by talking peace and em- |) 


phasizing that there would be renewed efforts to 
end the Berlin impasse by diplomatic procedures. 
This change of tone facilitated the slow rally. By 
the end of last week, the Berlin crisis was off the 
front pages of the newspapers, at least for the time 
being. 

Other Influences at Work 
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MEASURING MARKET SUPPORT 


“THE MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL ST.- 1909 


320 


310 
FOR STOCKS 


INDICATED BY TRANSACTIONS 
AT RISING PRICES) 


240 “~N 
2.30 -- 
220 
210 
200 
140 
180 
170 
160 
150 
140 
130 


120 "Te as 
APR. 


AN AAA 


SUPPLY OF STOCKS 
INDICATED BY TRANSACTIONS 
AT DECLINING PRICES) 


MAGAZINE OF WALL STREET 312 STOCKS 


8 8 2 2% uo 18 25) (2 
MAY JUNE 











418 









9 





Another cause of the decline was a 
vulnerable technical position. Given 
that, something usually comes along 
in the news to serve as an excuse for 
more or less of a nose-dive. For a good 
many weeks prior to this break, the 


320 
310 


r) 
wi market has been unable to make any 
significant progress. There had been 

Ww 28° considerable “Dow Theory buying,” 
270 much of it speculative, in May after 
260 the industrial average had for the 
a first time risen through the 1947 re- 
covery high of roughly 186; but the 

240 continuous investment-speculative de- 
230 mand which is required for a sustained 
an market advance failed to materialize. 
isi This left the Dow Theory bulls “hung 
up” and increasingly nervous over the 

200 market’s largely negative action. As 
190 is not surprising, the initial selling on 
180 the break was largely professional, 


the later selling mainly public. 

We are not inclined to over-empha- 
size the uncertainty injected by the 
calling of the special session of Con- 
gress as a cause of the decline, al- 
though it undoubtedly played some 
part. It is more likely to make for tem- 


170 
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150 
140 
30 
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6 porarily increased caution to buyers 
JULY 


than to induce sale of existing hold- 
ings; and hence it is one of the ob 
stacles—but only one—in the way of 4 
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renewed market advance as 


distinct from a mere rally. YEARLY RANGE 


1939 - ‘47 





yon ee see the market 100 HIGH | 100 Low 
decline itself does more PRICED PRICES 
than anything else to lower onal ie 
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previous bullish hopes. At 
best, it probably will take a 
period of weeks to build a 
new base for advance, by 
which time the usually fa- | | 
vorable seasonal influence of 








have been dissipated. We 
are not inclined to expect 
a large further decline in 
the face of continuing good 
business, generally excel- 


the summer period may i 
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lent half-year earnings re- 
ports and a daily list of 
raised or extra dividends; 
but the 179-180 reaction low 
will almost certainly be 
subject to further tests, 
and there is not much point 
in trying to predict the out- 
come. The prevailing uncer- 
tainties point against 
worthwhile advance. As 
long as that is so, it is im- 
possible to foresee how 
much discouraged liquida- 
tion of stale positions 
might develop; and, gener- 
ally speaking, it will prob- 
ably be better tactics to sell 
stocks on rallies than to 
buy on dips. 

Nearly a month ago, in 
our issue dated July 3, with 
the Dow industrials around 
190, we stated that the 
market looked ‘tired’ to 
us; outlined a number of 
uncertainties and abnor- 
malities in the situation; 
and recommended enough 
profit-taking to raise cash reserves to about 50%. 


YEARLY RANGE 
DOW-JONES INDUSTRIALS 


1938-47 


OCOW-JONES RAILS 


MILLION 
SHARES 


We continue to advise holding no more than a 50% . 


invested position in average accounts, but the word 
“average” should be emphasized, since the circum- 
stances and requirements of individual investors 
vary greatly. Where uninterrupted investment in- 
come is essential, it may not be feasible to hold 50% 
reserves ; but in most such cases fixed-income securi- 
ties make up a conservative portion of holdings. 
Generally speaking, this is a time to increase that 
portion and to reduce the portion in equities. 
Where holdings are largely confined to common 
stocks, with capital appreciation the main objective, 
even more selling than we have generally advocated 
can be justified in many individual cases.eIf this 
ls your situation and your inclination, our general 
recommendation of a 50-50 position should not deter 
you from raising your reserves to more than 50%. 


Market Still Relatively High 


Compared with all prewar highs, excepting 1929, 
the market is still at a fairly advanced level. And 
around 185, as we go to press, the Dow industrials 
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are in the top area of the 1947-1948 range of 163- 
193. The comparable range for the Magazine of 
Wall Street’s composite index of 312 stocks is 
rougly 111-149, and this index now stands at 140. 
In short, if the rally holds a short while, current 
sales will not be made at importantly depressed 
prices. 

It seems clear by now that booming business and 
high earnings—with us for a long time—are not 
sufficient in themselves to induce a sustained market 
rise. The reasons why this is so are not equally clear. 
They undoubtedly include the now chronic “foreign 
uncertainty.” They probably include a feeling that 
each fresh spurt in the inflation spiral takes us that 
much closer to a bust. They may include a wait- 
and see attitude on Government’s policy under the 
Dewey Administration, and especially anti-inflation 
policy if inflation has not begun to blow itself out 
during or before the forepart of 1949. In market 
terms, since the market looks ahead, 1949 is not so 
very far away. It is a pig-in-a-poke year, unlikely to 
get a blanket vote of confidence at this distance. 
This should always be borne in mind. 

—Monday, July 26. 
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wt fter a disappointingly slow start, the European 
Recovery Program is finally getting into its stride. 
Not only are allocations of funds and shipments of 
goods being stepped up, but the Economic Coopera- 
tion Administration (ECA) charged with the pro- 
gram’s implementation has recently announced a 
number of steps designed to widen its scope and effec- 
tiveness. Whether these will have the desired results 
is far from assured. ECA is still in a state of confu- 
sion both as to policies and administration; and the 
conflict of viewpoints, European reactions, congres- 
sional interference and the difficulty and magnitude 
of the task undertaken have far from helped matters. 
Nevertheless progress is now being made though the 
basic concept of ERP appears to be undergoing con- 
siderable change. 

Last April, first month of ERP operations, ship- 
ments financed by ECA came to a mere $20.5 million. 
They jumped to $64.4 million in May and since have 
further risen substantially. Though authorizations 
were considerably higher during these early months, 
for various reasons they were not translated into ex- 
ports. Altogether during the first ERP quarter (April 
to June), allotments totalled $1.4 billion. But of this, 
the Marshall Plan countries received only $763 mil- 
lion in grants while they completely shied off loans 
for which ECA had budgeted $288 million. 

For the second quarter (July to September), the 
pace has been further stepped up. Tentative ECA 
allotments for the period amount to $1.1 billion but 
to this must be added the $632 million of first quarter 
funds left over. Thus actually, ERP countries will 
have more funds to spend during that period though ° 
it is doubtful whether they can be fully expended dur- 
ing the period. The basic second quarter allotment of 















in Operation 


— OBJECTIVES AND 
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$1.1 billion includes, for the first time, a supple- 

mentary allotment of $101 million set aside to 

finance trade between the participating coun- 
tries themselves. The idea is to make ECA’s money do 
double duty; first in financing the exchange of goods 
within Europe and later in financing non-ECA pur- 
chases in the United States. 

The second quarter allotment represents a cut of 
$500 million from the amount requested by partici- 
pating ERP countries, made primarily in non-recov- 
ery items such as food and rendered possible by the 
improved European crop outlook. Practically no cuts 
have been made in capital goods requests and ECA 
is hoping to swing spending further into this field, 


PERFORMANCE 


‘ switching from mere relief to recovery. So far the 


trend has been distinctly, and disconcertingly, in the 
other direction. 


How Program Stands 


Overall, here is how the spending program now 
stands: For the fifteen months period ending June 30, 
1949, Congress authorized a total of $5.05 billion. 
Quota allotments through September came to $2.52 
billion ; a similar amount thus remains to be allocated 
after September 30. A break-down of second quarter 
allotment figures is shown in the accompanying table, 
as wells a break-down between loans and grants in 
so far as these have been determined. England, France 
and Italy, in that order, lead in size of basic allot- 
ments. As to loans, Iceland and Ireland are the only 
two participants that will borrow their entire allot- 
ments. So far, as against grants totalling $754 mil- 
lion, loan allotments amount to only $174 million. 

Up to recent date, authorized shipments came to 4 
total of $815 million. Wheat, mostly from the U. S., 
accounts for $156 million, and wheat flour shipments 
to $53 million. Other major items include: meats 
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$42.9 million ; oil and petroleum products $106.7 mil- 
lion; coal $66.5 million; cotton $55 million; copper, 
zinc and other non-ferrous metals $51.8 million and 
tobacco $21.7 million. This listing indicates a broad 
reshuffling of original purchase authorizations. In a 
number of cases, these were cut, reflecting lower 
prices, foreign decisions to defer some shipments, or 
the substitution of certain commodities for those pre- 
viously requested. 


Food vs. Capital Goods 


Despite growing emphasis on capital goods exports 
under ECA, the trend away from foods and expend- 
able goods, heretofore the principal items shipped 
abroad, will necessarily be slow. One reason is that 
there is still some question as to exactly what is 
needed. Some ERP nations found it impossible to 
screen their requests because of political considera- 
tions. Moreover, with the American ECA staff abroad 
only about one-third complete, the building of a de- 
tailed program is a slow process. Thus relatively little 
in the way of capital goods is likely to be authorized 
in the immediate months ahead. By the same token, 
the impact of the program on American industry will 
be correspondingly delayed. 

Special interests are trying hard to influence ECA 
operations and shipments. There is considerable pres- 
sure for maximum exports of farm products, for a 
ceiling on farm machinery exports and for substan- 
tial limitation of badly needed fertilizer shipments. 
This looks like so much agricultural boondoggling. 
Europe actually likes to receive less wheat and more 
feed grains to build up its meat supply. Congres- 
sional maneuverings reflect the efforts that are being 
made to impose on ECA the wishes of our agricul- 
tural lobbies. Reactions abroad are inevitable. 


Loans Are Hard to Place 


While at long last, however, ERP is getting under 
way, a good many aspects continue to present diffi- 
culties. There has, for instance, been no rush for ECA 
loans. ECA found it far easier to furnish outright 
grants than to negotiate repayable credits, yet under 
the law it is required that $1 billion or about 20% of 
the first year recovery funds be set aside as loans to 
finance specific recovery projects. Under pressure, the 


grants! Now European nations have been banding 
together to press for relaxation of loan terms. In this 
effort they are heartened by recent success of another 
joint operation which resulted in a far-reaching com- 
promise on various key issues. Thus we have relaxed. 
our requirements for general monetary and currency 
policy as well as regarding control over ECA sup- 
plies, of which more later. 

Important changes in ECA policy are not limited to 
a widening of the program to include loans, to greater 
emphasis on capital goods, to a shift from initial re- 
lief aspects to recovery though achievement of the 
latter goal particularly is still far away. ECA has 
also taken steps to spur private American investment 
in Europe. To that end, the agency is prepared to 
guarantee convertibility of returns up to 100% of the 
dollars invested abroad. This is an open invitation to 
American industry to participate in up to $300 mil- 
lion worth of business earmarked for European re- 
construction. No more than $300 million may be guar- 
anteed in the first year, and the guarantee will stand 
for fourteen years—until April 1962. It is a proposal 
that has met considerable interest; some think the 
problem is whether the $300 million limitation will 
permit consideration of all potential applicants. 


Retreat on Key Issues 


The difficulties in getting ERP started, and the 
even greater difficulties in keeping it going in line the 
principles laid down by Congress were glaringly ap- 
parent when it came to the negotiation of bilateral 
treaties of the ERP countries with the U. S., as re- 
quired under the ERP law. The ERP countries strenu- 
ously objected to having their internal decisions, 
especially in the field of budget reforms and as to 
when and how to revalue their currencies, made for 
them by Washington, or even to countenance pressure 
in this direction. They balked as such intrusion upon 
their sovereignty, at our insistence, in return for 
financial aid, to prescribe for their internal ills, to 
tell them to what extent to cooperate with each other, 
and just what to do in the way of reduction of trade 
barriers. 

In the interest of “family peace” and especially to 
avoid needless friction at a time when western unity 
is urgently needed, these issues were finally compro- 
mised by a retreat from our “extreme” demands; thus 





loan program is finally making some 
headway. The first loan, to Iceland, 
in the amount of $2.3 million was 


MILLIONS OF DOLLARS 


recently announced; eight others, aa Se 
aggregating $800 million, are re- 1200} 
ported in process of negotiation, but ae ie a 
progress is likely to be slow. Differ- 4 


ences center on interest rates (ECA 800 
demands 3%) and amortization ‘<0 
schedules. Countries like Britain 
would have the interest rate cut to 


400 


2% and repayment schedules ex- 200 
tended to 50 years. She would also ‘ 


prefer an escape clause, under which mn 
interest payments will be waived in 
any year in which Britain suffers an 
unfavorable balance of trade. 400 

Above all, there has been an under- “ 
standable reluctance to accept loans 
as long as grants can be had. The 
loan program could only be pushed _ ]-200 
by the alternative: No loans—no 
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our controls over the ERP countries will be relatively 
mild. Each country now can put its own house in order 
as it pleases, when it pleases and at its own pace. The 
ERP treaties merely point the general course which 
‘recovery efforts should take. Thus by and large; what 
we are giving—that is goods and dollars—is far more 
specific than what we are getting. Concrete aid is be- 
ing traded for promises, fulfillment of which is not 
assured. ERP countries merely agree to do what they 
can to establish financial stability and increase trade. 


Raw Materials for Stockpiling 


On one point we have been less yielding—the ques- 
tion of our access to strategic raw materials. ERP 
countries in their treaties agree to help us get such 
materials for defense stockpiling at reasonable prices, 
if necessary by increasing production to the extent 
required. This clause has been much criticized in 
Britain but accepted with resignation as the “‘inev- 
itable price” to be paid for ERP aid. 

Our retreat from authority to compel currency de- 
valuation obviously was not only motivated by a de- 
sire for harmony but also by recognition that most 
European countries are not now in a position to have 
their currencies made freely transferable. Apart from 
internal political considerations, the revised attitude 
seems to be that there can be no stable international 
exchange until western Eurepe is restored and its 
deficit in international payments eliminated. This 
however may take a long time, longer in fact that 
the full course of the Marshall Plan project. 

The war caused a complete break-down of payments 
and trade within Europe, which the setting aside of 
relatively modest sums for the financing of intra- 
European trade (such as the $101 million for the sec- 
ond ERP quarter) won’t be able to cure. Hence ECA 



















































































Tentative ECA Allotments for July-Sept. Quarter 
Supplemen- 
Basic tary 

Country Allotment Allotment 
Austria $59,000,000 $10,000,000 
Denmark 29,000,000 3,000,000 
France . 221,000,000 30,000,000 
Greece 45,000,000 7,000,000 
Iceland 800,000 Pence: 
lreland 20,000,000 1,000,000 
Italy 144,000,000 4,000,000 
Netherlands 105,000,000 23,000,000 
Norway 18,000,000 2,000,000 
United Kingdom 320,000,000 15,000,000 
Bizone Germany 42,000,000 6,000,000 
French Zone Germany... cnnennn. 14,000,000 Paes Te 

Totals $1,017,800,000 $101,000,000 
BREAK-DOWN IN LOANS AND GRANTS 
(as far as determined) 

Country Loans Grants 
Austria $69,000,000 
Denmark $ 7,500,000 24,500,000 
France 35,000,000 216,000,000 
Greece 52,000,000 
Iceland 800,000 PDS, 
Ireland PUDOD DOO cities 
Italy 15,000,000 133,000,000 
Norway 10,000,000 10,000,000 
United Kingdom 85,000,000 250,000,000 
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is working in other directions as well to improve the 
payments system. Under ERP law, local currency 
must be set aside by participating countries equal in 
value to the ECA aid received. Part of this money will 
pay the expenses of the ECA administration abroad, 
the balance to be used for boosting production in 
Europe and elsewhere. It is now suggested that these 
local currencies deposited in each country against 
ECA grants be pooled, so that a country short of an- 
other’s currency could draw its requirements from 
this pool. Object: To facilitate revival of intra- 
European trade so vital to Europe’s recovery. 


This would tie in with the original Marshall Plan 
idea that European recovery was to be achieved 
mainly by the Europeans, that initiative must come 
from Europe, that the Europeans should work out a 
cooperative program which the U. S. would support 
financially. But as indicated in the foregoing, there 
has been a good deal of departure from this basic con- 
cept. For a time at least, the object of recovery has 
moved into the background, and relief into the fore- 
ground. Our urgent task is to counteract any tend- 
ency to lean too much on ERP, and not enough on self- 
help. Relief has been proceeding at an increasing pace 
but at this writing, there is room for considerable 
concern over how effective the steps towards recovery 
will be, especially in view of the compromise on basic 
issues forced either by circumstances or by European 
unwillingness to accept interference with “national 
sovereignty.” And in this particular connection, the 
sharpening of the tension with Russia has not par- 
ticularly helped matters. 


East-West Trade 


One of the points at issue is the matter of European 
East-West trade. While vital to European economic 
health and recovery, it is hobbled by the political fric- 
tion with Russia, by the western desire and particu- 
larly our own desire not to strengthen Russia’s war 
potential by such interchange. This has created a good 
deal of confusion. On the one hand, we are constantly 
reminding the ERP countries of the need of doing 
their utmost in an effort at trade rehabilitation. On 
the other hand, these very countries are puzzled what 
they can ship to Eastern Europe and what not, with- 


out incurring our displeasure. It is a question, and an ° 


important one, that still needs to be clarified. 


Thus the path of ECA is not an easy one, nor can 
there be any guarantee of success. As yet there is no 
basis for the widespread belief that ECA alone can 
assure economic rehabilitation and ultimate prosper- 
ity in Europe. Rather it is in the nature of an expen- 
sive experiment, perhaps a necessary one, but still an 
experiment. Its chances for success are obscured by 
our failure to insist on needed reforms in the mone- 
tary and fiscal fields and by the realities of the Euro- 
pean political situation that are likely to keep the 
Continent economically off-balance for a considerable 
time. It has been said that without political stabiliza- 
tion, there can be no economic recovery. ECA seeks 
to promote economic recovery first, as a requisite of 
political stabilization. Perhaps it matters little which 
comes first, since in the last analysis, both may have 
to go hand in hand. 

For some time to come, however, difficulties are 
likely to increase rather than lessen, what with the 
upward momentum of business in Europe noted in 
previous months now losing force, with industrial 
production in most coun- (Please turn to page 454) 
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Earnings Trends 


During the First Half 


—WHAT THEY REVEAL FOR THE 
BALANCE OF 1948 
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Many concerns last year and in recent 
months have accomplished this feat 
through higher dollar sales as an offset 
to shrinking profit margins, sometimes 
the result of higher prices rather than 
increased unit sales. To judge from past 
experience, competition eventually will 
preclude the continuance of such poli- 
cies; under current unprecedented con- 
ditions the day may be quite distant in 
some industries, but nearer at hand in 
others. 

To appraise the progress and poten- 
tials of any given concern in the current 
economic flux, it is not safe to rely ex- 
clusively on the evidence presented by 
interim reports, or for that matter upon 
factors generally brightening or cloud- 





By HENRY L. BLACKBURN 


oo reports for the first six months of 
1948 or for shorter recent intervals have been 
awaited with intense investor interest. The general 
reluctance of share prices for quite a while past to 
anywhere near reflect the boomtime upsurge in corpo- 
rate earnings has attested to a widespread inclina- 
tion to “wait and see.” To what extent fairly up to 
date interim reports reveal divergent trends in the 
making accordingly provides an interesting subject 
of examination. 

Indications are that retail trade this year will 
reach another new high. Also, with good grain crops 
now pretty well assured, wage and prices in a third 
round spiral, and large scale Government orders for 
ERP and the Military entering the picture, manufac- 
turers generally are raising their sights as to 1948 
sales potentials. Interim reports, however, clearly 
show that demand and supply factors in certain seg- 
ments of the economy are still far from a uniform 
balance, with the supply of goods in some directions 
reaching an ample stage, while in others, scarcity 
conditions are likely to continue. 

Despite all the encouraging elements in the equa- 
tion, what counts most with investors is the factor 
of net earnings. It is one thing for managements to 
achieve larger or even stable volume, but another to 
overcome mounting operational costs sufficiently to 
leave per share earnings at a satisfactory level. 
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ing the outlook for this or that industrial 
group. In part this is due to varying 
managerial efficiency in meeting the test 
of competitive conditions, and partly 
because of hidden problems that mere 
figures fail to reveal. In other words, there always 
exists varying ability to institute effective cost con- 
trols at times when sales are temporarily or basically 
trending downward. Also, even when volume gains 
have been achieved, heavy promotional expenses or 
overhead swollen by expansion programs as yet un- 
productive may account for temporarily narrowed 
profit margins. It is only by understanding more of 
the factors that are influencing individual company 
reports that genuine trends can be distinguished 
from transient factors. 


Prices and Earnings 


Looking to 1949, it goes without saying that secur- 
ity prices will hinge strongly upon earnings trends 
in coming months which may confirm or refute cur- 
rent estimates of various hue. That peak earnings 
are a thing of the past for numerous large concerns 
now seems very probable, though they may continue 
to be well above prewar levels. On the other hand, 
the gradual disappearance of a seller’s market is 
bound to make it difficult for many companies to 
offset high break-even points by maintenance of ade- 
quate sales. Earnings of concerns in this latter cate- 
gory may recede rather abruptly before very long. 

Finally, there are divisions in the economy favored 
with long terms prospects of unsatisfied demand. It 
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Interim Sales and Earnings Reports of Selected Companies 
Net Sales (000 omitted }, Net Per Share 
Interim Period ——————__ Full Year Interim Period Full Year Recent 

1948 1947 1947* 1948 1947 1947* Price 
Allied Stores . 3 mos. April 30 $95,327 $86,726 $392,199 3 mos. April 30 $1.39 $1.39 $6.20 $36 
Automatic Canteen wu. 12 weeks June 5 4,499 4,565 17,891 12 weeks June 5 a9 .34 1.66 15 
Avco Mfg. ........... .. 3 mos. May 31 32,703 25,649 105,704 3 mos. May 31 21 18 .96 6 
Barker Bros. .......... . 6mos. June 30 15,213 13,346 30,006 6 mos. June 30 2.40 2.32 5.98 27 
Beatrice Foods ............ 3 mos. May 31 45,938 42,615 181,715 3 mos. May 31 1,23 1.17 6.39 37 
Colt’s Mb gq. nncccnecennnerennnneee 20 weeks May 23 2,878 2,219 6,240 20 weeks May 23 +55 10 76 35 
Dang Corp. nen. 3 MOS. May 31 31,905 24,862 91,340 3 mos. May 3! 1.60 1.39 5.23 28 
Deere & CO. ie nceneenncnennenneee & mos. April 30 140,060 87,522 212,015 6 mos. April 30 2.52 1.68 3.90 39 
Eagle-Picher ........... . 6mos. May 31 35,806 39,991 77,668 6 mos. May 31 2.10 2.47 4.05 22 
Elastic Stop Nut... 6 mos. May 31 1,509 1,567 2,810 6 mos. May 31 16  def.23 def.40 7 
Eversharp, In. oo nnnnnonnnnnneeee 3 mos. May 31 3,926 7,283 22,123 3 mos. May 31 ae 58 def3.70 9 
General Tire & ‘Rubber... 6 mos. May 31 46,782 61,717 126,136 6 mos. May 31 2.46 4.06 9.08 27 
Grand Union on nenemennnn 3 mos. May 29 26,638 23,245 99,818 3 mos. May 29 1.69 1.56 6.87 39 
Hayes Mfg. .... ... 6 mos, March 31 13,613 11,377 24,457 6 mos. March 31 1.58 89 1.57 10 
Heyden Chemical ....... .. 5 mos. May 31 10,940 21,981 21,911 5 mos. May 31 1.39 2.01 2.01 25 | 
Hooker Electrochemical .. . 6mos. May 31 12,133 9,990 20,186 6 mos. May 31 1.80 2.96 2.45 34 
International Shoe ................ 6 mos. May 31 115,371 113,730 212,918 6 mos. May 31 2.04 2.42 4.11 43 
Kelsey-Hayes Wheel ....... 9 mos. May 31 52,707 47,700 63,124 9 mos. May 31 4.21 4.10 5.35 22 
Lakey Foundry & Machine... 3 mos. April 30 4,302 3,918 14,868 3 mos. April 30 66 71 2.20 8 
ey 6 BB .. 40 weeks June 3 140,443 141,486 176,342 40 weeks June 3 92 2.12 2.05 16 
Masonite Corp. - _. 3 mos. May 31 9,729 6,670 25,339 3 mos. May 3! 3.08 1.85 7.30 69 
Murray Corp. of America... 9 mos. May 31 66,466 48,960 64,992 9 mos. May 31 1.55 2.03 2.85 15 
Rice-Stix Dry Goods... 6 mos. May 31 27,536 28,126 56,485 6 mos. May 31 4.92 5.10 9.98 29 
Shamrock Oil & Gas... uw. 6mos. May 31 8,919 4,552 12,079 6 mos. May 31 2.11 32 2.14 34 
Standard Oil of Kentucky... 6 mos. June 30 100,911 73,416 155,418 6 mos. June 30 2.50 1.71 3.63 29 
Stevens, J. P. . Sates 6 mos. May | 137,715 109,190 224,272 6 mos. May | 4.37 4.33 8.24 33 
Superior Oil a Calif... .. 9 mos. May 31 39,923 25,438 34,242 9 mos. May 31 31.91 10.55 11.51 230 
Wesson Oil & Siocaeh uu 3 mos. May 29 57,728 49,662 193,970 3 mos. May 29 12.58 2.92 23.15 63 
Wilson Jones ... nile EL 3,051 2,832 10,342 3 mos. May 31 91 95 3.40 16 
Woodall iptables aS 9 mos. May 31 14,028 13,688 18,548 9 mos. May 31 1.90 2.76 3.64 12 

*—Or 1946-47 or 1947- 48 fiscal year. 














is in these areas that major expansion programs are 
now under way. Upon completion of some of these 
large scale projects, it is rational to expect new sales 
records and rising earnings, and that when capital 
needs have been substantially satisfied, a larger share 
of earnings could be distributed to shareholders than 
the meager 35% allotted by manufacturers as a 
whole in 1947. In prewar the average percentage was 
nearer 65%. Altogether, selectivity for either divi- 
dend stability or medium term income improvement 
must now be based upon developments not always 
easy to ascertain, except by careful study of all the 
factors involved. 


Varying Earnings Experience 


In the accompanying tabulation we have listed the 
latest interim earnings reports and sales records of 
30 well-known corporations. In addition we show 
interim earnings of 20 concerns, though figures re- 
lating to volume are not available as yet. These 
statistics reveal comparable net earnings for the 
similar period a year earlier, thus providing clues to 
trends. The concerns listed represent a wide variety 
of industries, their individual showings often re- 
flecting special conditions characteristic of their 
special fields, though not necessarily so. What lends 
added interest to this statistical exhibit is the varied 
relationship of net earnings to sales in many in- 
stances, sometimes indicating narrowed profit mar- 
gins on increasing turnover, though at no expense 
to net earnings. Then again, there are a number of 
cases where lower sales have accounted for a down- 
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trend in net, or where good cost controls have brought 
better results than might have been expected when 
volume declined. 


Allied Stores 


Allied Stores presents a situation where an 8% 
gain in volume for the April fiscal quarter only served 
to maintain per share net earnings on an exactly even 
keel compared with the same period in 1947. This 
reflects higher operating costs and policies to keep 
prices down wherever possible. Since this efficiently 
managed department store chain has now weeded 
out stocks of unwanted merchandise, its inventories 
are well balanced and net earnings could trend up- 
ward moderately in the near term. The management 
is showing confidence in the outlook by modernizing 
its stores on a large scale, having borrowed $25 mil- 
lion on low rate term notes to provide more working 
capital. Prospects of continued heavy buying by con- 
sumers seem to have warranted these constructive 
steps and promise well for future results. 

During six months ended June 30, 1948, sales of 
Barker Brothers, a leading California distributor of 
home furnishings and hotel equipment, rose more 
than $2 million over the level established in the first 
half of 1947. Demand for the companys’ products is 
keen and has permitted satisfactory prices, with the 
result that net earnings per share improved some- 
what to $2.40 against $2.32 in the relative 1947 
period. 

Profit margins of food processors generally have 
been squeezed by higher operating costs despite vol- 
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ume gains, mainly due to higher prices. Dur- 
ing the fiscal year ended February 29, 1948, 
for.example, sales of Beatrice Foods rose 
about 12% but per share net dipped to $6.39 
compared with $10.03 in the previous year. 
In the quarter ended May 31, 1948, though, 


FEDERAL RESERVE COMPILATIONS OF REPORTED DATA, 


PROFITS AFTER TAXES 
OF LARGE CORPORATIONS 


WITHOUT SEASONAL ADJUSTMENT 


QUARTERLY MILLIONS OF DOLLARS 





we find sales rising about 9% but net earnings 
per share up to $1.23 against $1.17, or by 5%. 
This shows that between efficient manage- 
ment and somewhat higher prices, the com- 


LARGE CORPORATIONS, BY INDUSTRIAL GROUPS 
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pany’s net earnings and volume relationship 
have been restored to a more desirable ratio. 
In other words, the downtrend in net last year 
has recently been reversed. 


Deere & Company 





OURABLE 
MANUFACTURING 4 zi 








A 
Deere & Company, second ranking manu- ~ h—~9 v7 


facturer of farm equipment, reports record rd 
sales for the six months period ended April 
30, 1948, and though volume of $212 million 
for full fiscal 1947 represented a previous 
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peak, it looks as though 1948 might push sales 
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up by about 30%. The company’s ratio of in- 
come to sales in 1947 was closely comparable 
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to that of 1946 and continued nearly in line 

in the six months interval cited. During this period 
net per share rose to $2.52 compared with $1.68 in 
the similar 1947 period. Due to the uptrend in cur- 
rent sales, it seems likely that net may exceed $5 per 
share for the fiscal year ending October 31, 1948. 
Furthermore, a sizable expansion and modernization 
program now partly completed may swell sales still 
further, with consequent benefits to net earnings. For 
several years to come, this concern should easily sell 
everything it can produce. 

With an insistent demand for lead and zinc and 
with prices for these essential metals exceptionally 
firm, it might seem surprising that sales and net 
earnings of Eagle-Picher Company showed a declin- 
ing tendency during the six months ended May 31, 
1948. Volume of $35.8 million compared with $39.9 
million and per share earnings of $2.10 with $2.47 in 
the comparable periods of 1948 and the year before. 
As it happens, though, this concern 


considerable managerial ability. Net per share of this 
concern for the period dropped to 32 cents compared 
with 58 cents in the corresponding periods. Ever- 
sharp’s venture in the field of ball-point pens after 
the war was a costly experiment, but its later acqui- 
sition of Schick Injector razor apparently saved the 
day. Sales of this razor and its replacement blades 
have been eminently satisfactory and seemingly have 
created a brighter vista for their producer. This con- 
cern also is well entrenched with the pen and pencil 
trade, so that sales and earnings may improve as new 
models are brought out. Meanwhile, only a stock divi- 
dend was paid in the first quarter and since then the 
directors have taken no further action. 


The Tire and Rubber Industry 


In the rubber industry, production caught up with 
deferred demand last (Please turn to page 460) 








produces hardly more than 25% of its 
lead and zinc requirements, and has 





simply found it impossible to buy 
enough on the outside to fill orders. 











Consequently, the downturn in sales 





and earnings can scarcely ve defined 





as a trend in the usual sense. Then, as 





for net earnings, inventory profits last 





year were abnormally large and the 





earnings figures are distorted by de- 





ductions of $2.6 million for reserves 





against inventories before reported 





net earnings of $2.19 million in the 





1947 period. Until supplies of primary 





and secondary metals become more 





plentiful, net earnings of Eagle-Picher 





may not improve substantially, but 





they should prove fairly stable at 





around the recent level. 








Eversharp 








That an approximate 40% decline 





in sales in the March quarter com- 





pared with a year earlier did not land 

















Evershap, Inc. in the red attests to 
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Interim Earnings Reports of Selected Companies 
Interim Period Full Year Recent 
1948 1947 1947* Price 
Caterpillar Tractor cnn. 5 mos. May 31 $ .53 $1.44 $5.29 $6! 
Colonial Mills _.. 3 mos. May 31 2.80 2.21 8.97 24 
Dresser Industries cesue 3 mos. April 30 1.56 88 3.85 . 30 
Firestone Tire & Rubber . mos. April 30 6.04 7.07 13.46 51 
Gleaner Harvester _... 3 mos. June 30 3.86 2.05 5.21 32 
Industrial Rayon uuu 6 mos. June 30 3.84 4.02 8.86 50 
Mueller Brass _... 3 mos. May 31 77 1.22 4.20 21 
Myers | F. E.) & Bro. _... 3 mos. April 30 3.08 1.71 5.62 54 
New York Air Brake ecco 6 mos. June 30 3.07 3.03 5.37 54 
Republic Pictures me 6 mos. April 26 .02 25 .09 4 
Schenley Distillers . 9mos. May 31 6.80 7.62 7.46 32 
Sunray Oil ......... . mos. June 30 1.50 94 1.81 14 
Transue & Williams Steel a . 3 mos. June 30 .60 56 2.80 19 
Underwood Corp. cuuee mos. June 30 3.44 2.95 8.31 58 
United Fruit ....... .. 6 mos. July 3 3.07 3.03 5.37 54 
Universal Pictures .. 6mos. May | 12 2.07 3.11 12 
Walker (Hiram)-G. & W.... .. 9mos. May 31 7.57 5.37 6.54 25 
Wayne Pump .. ; .. 3 mos. May 31 66 1.85 5.06 23 
Western Union os . 5 mos. May 31 def.74 4.27 7.43 22 
Woodward Iron. ............. . 3 mos. June 30 1.43 1.33 6.11 37 
*—or 1946-47 or 1947- 48 fiscal year. 
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The Case Against Subsidies , 
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By FRANK R. WALTERS 


,? =a history, the economic unsound- 
ness of subsidation, and especially of prolonged sub- 
sidation, has been clearly and amply proved. Seldom 
if ever do subsidies cure the basic evils they are 
supposed to overcome. Frequently they aggravate 
them, usually they perpetuate them. Almost always, 
by considering only the immediate benefits accru- 
ing to special groups, they ignore the long run 
adverse effects on the economy as a whole, the 
burden on those who have to pay the bill. Special 
interests, as the history of tariffs reminds us, can 
think of the most ingenious reasons why they should 
be the object of governmental solicitude, and more 
often than not they have been able to get what they 
want despite the economic absurdity of their claims. 

Subsidies of course are an old story, both here 
and abroad. Nor are they, in our country, the in- 
vention of any particular group or party. The game 
has been played on quite a non-partisan basis and 
by widely diversified interests. But with the advent 
of the New Deal, the subsidy idea was greatly 
extended not only because it was a natural con- 
comitant to state planning but importantly also 
because of the political potency of subsidy benefits. 

Most if not all subsidies are heavily fraught with 
politics; economic blocs and pressure groups have 
demonstrated their ability to secure Federal ap- 
propriations in proportion to their voting strength. 
When they combined their efforts in “log-rolling”’ 
in Congress, they have often won sweeping conces- 
sions. Witness the attainments of the farm and the 
silver blocs in recent decades, of export minded in- 
terests seeking to stimulate trade through export 
subsidies and foreign loans, the gains of the numer- 
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ous other pressure groups that in the past have suc- 
cessfully fed at the Federal trough at the tax- 
payer’s expense. 

Perhaps the most glaring example has been our 
Federal farm policy, an expensive undertaking that 
on balance solved nothing. It was bailed out by the 
war but recent developments show that little has 
been learned from the lessons of the past. We are 
well on the way to repeat the errors inherent in 
these impractical and unsound policies, to indulge 
again in the economic waste that characterized 
our efforts to “stabilize” agriculture and insure its 
prosperity. At this juncture, however, the risks in- 
volved are greater than ever. They include intensi- 
fication of postwar inflation and all this implies, 
as well as the return to budgetary deficits at a time 
when the country is reeling under the weight of a 
colossal government debt and an already danger- 
ously extended budget. 


Absurdity of Present-Day Farm Price Support 


It seems incredible that our Government would 
actually want to support farm prices at a time 
when they are at fantastic heights, when stagger- 
ing food costs are the bane of every consumer. Yet 
this is exactly what’s being done. Congressional 
extension of farm price supports at 90% of parity 
through 1949 crops is just about blasting any hope 
of a really worthwhile reduction of our soaring food 
budgets. It robs the consumer of the first real 
“break” he might otherwise have gotten in the way 
of lower living costs. By keeping food costs high 
and possibly rising, our high price support policy 
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creates the basis for new wage demands which in 
turn may further feed inflationary pressures. Based 
on an outmoded “parity” formula, the dangers in 
a program of price supports at too high levels are 
obvious and recognized by virtually every agricul- 
tural economist. But these dangers have been blithly 
ignored. Support prices in 1948 are even higher 
than in 1947, and will still be higher in 1949 if 
prices paid by farmers keep rising, as they prob- 
ably will. 


Political Considerations 


The oustanding fact is that the powerful farm 
bloc, striving for permanent price floors higher 
than in prewar, has achieved its immediate goal. 
In an election year this was relatively simple; none 
of the two major parties dared alienate the farm 
vote by pointing out the necessity of a lower cush- 
ion, of relieving the pressure on consumers by 
allowing farm prices to find their own level as dic- 
tated by demand and supply, or at any rate under- 
take less generous price protection for agricultural 
products at a time when the crying need is lower 
food costs. 

By granting high support levels, the Government 
bolsters the cost of food and clothing, and puts a 
floor under raw material costs of many manufac- 
turers. It confronts the Treasury, that is the tax- 
payer, with the possibility of heavy financial com- 
mitments .which in the event of sharply declining 
prices could run into billions. Such a threat is quite 
real. With food needs abroad lessening and with 
bumper crops in prospect at home, heavy farm 
surpluses may eventuate. As prices come down, sup- 
port levels come into operation, and the Govern- 
ment will hold the bag. Even now, with the wheat 
harvest in full swing, huge quantities are going 
under the Government loan at $2 a bushel. The 
farmer knows that he cannot lose. If the price 
declines further, he keeps the loan money and the 
Government gets the wheat. If the price goes up, 
the farmer can sell his wheat and the Government 
has a chance to get their money back. 


Potatoes and Eggs 


The absurdity of our present support program is 
aptly illustrated by what’s going on in the potato 
and egg markets. Both commodities sell at outrage- 
ous retail prices, as every housewife can testify. 
Here is the reason: The Department of Agriculture 
has so far this year spent some $16 millions to keep 
the price of potatoes up. It has bought some nine 
million bushels surplus potatoes that couldn’t be 
marketed above the support level. Farmers got an 
average of $1.50 a bushel for best quality. The 
Government in turn is selling a lot to industrial 
alcohol plants at about 21¢ a bushel, and more is 
going as livestock feed at a penny a pound. The 
housewife in metropolitan areas continues to pay 
seven cents a pound at a time when potatoes should 
be seasonably cheap. 

Similarly in eggs. The Government keeps buying 
eggs on the farm at 35¢ a dozen (the consumer pays 
anywhere from 75¢ to 90¢) to prevent a decline in 
prices, and has purchased some 14 million pounds 
of frozen eggs so far this year to support the 
mg that is in an effort to maintain a fictitious 
value. 

What, in the end, will happen to the surpluses 
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piling up at the taxpayer’s expense? By giving crops 
excessively high price crutches, we are virtually 
assuring future gluts, while these very price sup- 
ports are putting a sturdy prop under the high cost 
of eating. 

As indicated above, the rush of farmers to put 
cereal crops under Government loans rather than 
sell at declining prices is already on. As the harvest 
advances, the rush will soon become a flood. Some 
wheat people think that as much as 80% of the 
new crop may go under Government protection, a 
record high. Certainly it will be considerably more 
than half. And loans paid by the Government may 
come as high as $500 million, on wheat alone. With 
an bumper corn crop in the offing, corn prices, too, 
are sliding fast towards support levels. And cotton 
prices are not far from the point where the tax- 
payer will give support. Far from giving him a 
break, lower farm prices spell merely the assump- 
tion of new tax burdens. 


Prosperous Agriculture 


All this at a time when the farmer is least in 
need of such largesse. He has enjoyed many years 
of excellent crops and record income, and even at 
lower prices, demand is likely to continue such as 
to keep him quite prosperous compared with pre- 
war. Farm cash income from sales of produce in 
the first five months of 1948 approximated $10.3 
billion compared with $10 billion last year, and a 
$25 billion year is virtually assured. Prices farmers 
are receiving for their products have advanced more 
since the war than the prices of the goods they buy. 
While the gap has been narrowing, it still exists. 
In May, the index of prices received by farmers was 
170% over the 1935-39 average, while the index of 
prices farmers pay was up only 112%. In general, 
farmers can buy with about one-fourth fewer units 
(bushels, pounds, ete.) of farm produce the same 
goods than they would have required in 1935-39. He 
still is far better off than the city consumer; the 
latter, nevertheless, is being called upon to under- 
write his continued prosperity. 

Thus if the absurd corollaries of such an under- 
taking have been manifest in the past, they are 
even more absurd now. The farmer has had little 
need of protection since the war ended, and he is 
better able to give it up (Please turn to page 453) 
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NO EARLY STEEL CONTROLS 


By E. K. T. 





DRAFTS of the original platform of the democratic 
party were by no means scarce in Washington a full 
week before the convention met at Philadelphia. 
As always happens, the framework had been built 





WASHINGTON SEES: 


President Truman's acceptance speech at Phil- 
adelphia revealed the basis of his supreme con- 
fidence in the outcome of the November election. 
It was his “secret weapon”: a special session of 
congress. 


The announcement came as a complete sur- 

rise to news correspondents covering the White 
Shaan daily. In fact they claim they were led to 
believe there would be no special call, and that 
for the purpose of adding the importance that 
surprise lends to statements from the Excutive 
Mansion. 


Since the Truman “non-political” trip west- 
ward, it has been clear that the GOP-controlled 
80th Congress was to be the target and the issue 
of the democratic campaign. It has proved a 
good one to date; has built fires of resentment 
under such important voting groups as organized 
labor, war veterans, and civil rights advocates. 
But more than three months will elapse before 
Election Day and the issue might wear thin by 
that time if no shot in the arm were administered. 
The special session will do the job by drama- 
tizing the fact that congress left a long list of 
unfinished business when it hurriedly left Wash- 
ington to take up the job of politics. 


Now, President Truman believes, it is up to 
congress to do one of two things, either of which 
will count in his favor: 1. Enact what is funda- 
mentally his program, in which event he can 
claim credit. 2. Fail to enact the program and 
prove how accurate is the label ‘do nothing 
congress.” 
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in White House and national committee consulta- 
tions, then dressed up by party publicists. The diffi- 
culty was, however, that the draft wasn’t to be 
accepted. Originally, it was planned to try wooing 
the south by soft-pedaling civil rights, double-talk- 
ing on state rights. The strategy changed when the 
southerners remained adamant; word went out from 
President Truman to “shoot the works.” 


TAX COLLECTION shift from the federal government 
to the states was noted in examination of the levies 
made on the liquor industries last year. The Bureau 
of Internal Revenue took in 13.84 per cent less 
money from that source than in the record break- 
ing year of 1946. But the states and cities collected 
about 30 per cent more. The federal government did 
not reduce its demands upon the industry; it was 
a case of state and local units increasing theirs. 
The National Conference of Governors this year 
asked Washington to abandon that field of income. 
Congress will balk, however, and has the last word. 


BUILDING UP is a strong drive to force congress to 
enact Universal Military Training early in the next 
session. Veterans groups are in the forefront and, 
of course, the military arms are bending every effort 
te that end. Public opinion polls favoring UMT are 
being cited and the draft act is being depicted as 
notice to foreign countries that the ‘United States 
“intends to stay strong for 21 months.” Most im- 
portant is the fact that both President Truman and 
Governor Dewey are on record for UMT now. 


RECORD BREAKING crops of wheat and corn are in 
prospect and the consequences are flowing in many 
directions. It’s good news for a hungry world but 
a problem for the government, which probably 
must buy millions of bushels to keep prices from 
dropping below support levels. It means more corn 
for livestock feeding, and forecasts longer fatten- 
ing before cattle and hogs are sent to market. That 
could cause, temporarily, a further drop in meat 
supplies, but eventually heavier tonnage and lower 
prices as well as levelling off of “cost-of-living” 
wage fluctuations. 
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Better barometer to reflect the rise or fall 
AA WUE of political party popularity than the public and pri- 
vate polls relied upon by the average citiben, is the 
tally sheet of campaign contributions kept by the party 
treasurers. It is making the democrats currently un- 


Ga To happy and is one more source of cheer for the 


republicans. 





























This doesn't mean that either party will have 
Press great difficulty raising money. No election ever was 

lost solely for want of funds. There always are wealthy 
partisans who are willing to chance parlaying a heavy 
contribution into appointment to a position of prestige 
and trust, say, an Ambassadorship. It would be surpris- | 
ing, too, to read in parallel columns the names of the 
donors to each party; many play both sides of the fence. 


























But...the professional politicians prefer a large number of small con- | 
tributions to fewer and larger gifts. They know the donor will pull for, work for, 
the entry on which his money has een placed, and the participation by the many 

















centrated. This year, the republicans are getting both the large and the small 
donations, while the democrats are hearing chiefly from the fewer, heavier givers. 














Good news for businessmen and industrialists who plan to go heavily into 
international trade as it becomes revitalized by the European relief program is the 
fact that feuding and jealousies between the State and Commerce Departments have 
finally been resolved. At least each has been told with finality where its juris- 
diction ends. 
































Commerce officials have accused State of grabbing and duplicating some 
of the former's functions in the foreign economic field. State has delivered the 
crushing retort that its actions have been made necessary by Commerce failure to do 
the job. With no peace in sight and confusion facing businessmen coming here for 




















Department of Commerce came out on top, but not without some hard knuckle- 
rapping first. State will merge its international resources division with its 
petroleum section, will not assign foreign specialists to commodity work, and will 
consult with Commerce officials in the planning stages of all commercial treaties. 























Importantly, State will withdraw from the field of research studies of 
financial and economic development, and henceforth Commerce will be the contact 
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it be necessary for representatives of business to shuttle between State and Com- 
merce offices to complete files of needed international trade information. It will 
all come under Commerce Department from this point out. 





Settlement of the 14-months old rail wage controversy has accentuated, 
rather than softened, the demand for a complete revision of the Railway Labor Act. 
After many years of successful operation, the statute has proved itself incapable 
for the third time within five years, to avert strikes. The power of the President 
to seize the roads is statutorily running out. Whether to make permanent that 
"emergency" authority, or to overhaul the Railway Labor Act, is the problem to be 
presented the next Congress. It will choose the latter. 
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tion created by it cannot require that disputes be submitted to the mediators, that 








it merely postpones strikes and doesn't outlaw them (as many congressmen believe 
is essential when dealing with an instrument of such national importance as rail- 
roads), and it leaves the government helpless. President Truman acted, of course, 














Under consideration, but certain to be soft-pedaled during the election 
campaign, is a change in the basic statute which would authorize the Secretary of 
Labor to appoint an arbitrator to handle any major labor-management dispute, and to 
make his ruling final and binding upon both sides. The strike would be outlawed in 
the interest of public health, safety, and convenience. And, posibly, a government- 
seizure rule will be written in, although it's hardly likely one would be needed 
under such a setup. 
































Treasury experts, assaying current conditions and the outlook, are ready 
to report that the federal government will go into the red before the end of this 
fiscal year. Expenditures for the year are headed to the 42-billion dollar mark. 
Anticipated revenues were 44 billion dollars, but the 4-billion dollar tax cut 
(at least President Truman will claim) will reduce income to a point 2 billion 


dollars short of disbursements. 




















There will be a hard political fight on the issue raised by the Treasury 
forecast. It's all in the bookkeeping. Congress ordered that 3 billion dollars to be 
spent for foreign aid be charged to the 1947 fiscal year (ended June 30, 1948). The 
money wasn't spent in that fiscal year and won't be charged against the year in which 
it actually is disbursed. That made last year's surplus about 5 billion dollars, 























1948 fiscal year's calculated deficit give way to a surplus. It's not done with 
mirrors; Simply with pencils! 











In Washington, interest in the November election focuses on the national 
ticket, but democratic national headquarters is finding that local campaigns are 
drawing attention to the point that formation of a strong organization is being impeded. 
Invitations to head up regional, state and local groups are being by-passed. Word is 
coming to the Capital that party stalwarts, available in the past, intend to concen- 
trate on local affairs. 




















Not since 1928, has the party faced the possibility of losing so many 
southern states. The GOP confidently expects to carry Virginia. Reason is that the 
northern districts have mushroomed in population during the war and registrations 
Show a trend to the republicans. The vast industrialization of the South in recent 
years has also tended to bring political thinking more in line with Republican traditions. 
The gradual infiltration of skilled personnel from the North has had its natural 
influences in altering Dixie loyalty to the rigid political philosophy so longa 
fetish below the Line. In other words, the nation at last may be on the way to a more 
truly composite political base. 






































Tennessee offers a real battleground. Boss Ed Crump is being challenged by 
popular Rep. Estes Kefauver whose followers say they either will place their man in the 
senate or a republican will walk in. Their opposition will run B. Carroll Reece, who 
was no great shakes as republican national committee chairman, but is popular in his 
State. He was elected to the house in Roosevelt landslides and was "favorite son" for 
the Presidential nomination. Involved in the fights in these and other states are the 
"statehouse jobs." And they're considered the paramount prizes this year. 
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-UNDER U.S. OCCUPATION 





By V. L. HOROTH 


a in July an important step was taken by the 
office of the Supreme Commander of Alhed Powers 
(SCAP) with a view to stabilizing Japan’s currency and 
rebuilding her foreign trade. The old military conversion 
rate of 50 yen to one dollar was changed to 270 yen to 
one dollar. The new rate is what the black market rate 
for the dollar used to be in Tokyo, and quite realistic inso- 
far as the purchasing power of the yen is concerned. It 
is said that if the yen should be stabilized at around the 
new military conversion rate, some 90 per cent of Japan- 
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Japan’s silk exports, revived since the 






ese exporters could profitably ship goods abroad. 

Why, all of a sudden, is so much importance 
placed on the stabilization of the yen? The answer 
is simple. Without currency stabilization it would 
be difficult to bring about the expansion of Japanese 
production and the restoration of Japanese foreign 
trade. And without these two, expanded production 
and a much larger foreign trade, there cannot be 
achieved the economic recovery of Japan which 
after three years “has become a primary objective 
of the occupation.” 

These are the concluding words of the report 
recently released by a Committee headed by Percy 
H. Johnston, Chairman of the Chemical Bank and 
Trust Company, which went to Japan a few months 
ago to inquire into the country’s economic problems 


Under military occupation, Japan’s economic 
life has been strictly controlled and supervised 
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war’s end, help pay the cost of badly 
needed imports of food and raw materials 


at the invitation of the Secretary of the Army. 
And the Committee adds: “The American Govern- 
ment in the national interest should support a rea- 
sonable recovery program.” Incidentally, this has 
been General MacArthur’s opinion for some time. 
There are a number of reasons why Japan should 
become “a self-supporting economy with a reason- 
able standard of living.” For one, Japan cannot 
remain a constant drain on the United States Treas- 
ury. It is estimated that in 1947, the propping up 
of the Japanese economic structure cost us around 
$400 million, and this year the amount will prob- 
ably be nearly as large. Traditionally Japan earned 
her keep by purchasing raw materials abroad, 
processing them into finished goods, and 
then exporting a major part in payment 
for certaifi essential foodstuffs and such 
raw materials as petroleum, for example. 
The objective is to restore this circle. 


Political Aspects 


Another reason is political. The prospects 
of rebuilding China into an_ industrial 
power in the Far East which would check 
the expansion of the Soviet-communist 
power are growing increasingly dim. On 
the other hand a prosperous Japan, it is 
argued, would not only be “safe” as far as 
communism goes, but would be an effective 
buffer to Russian expansion. Finally, Jap- 
anese manufactures are needed in the Far 
East and southeastern Asia; in view of 
the natural aptitude of her people, Japan 
cannot be permanently kept from playing 
a part in the economic development of the 
Eastern World as a whole. 

Commenting on the turn-about in Wash- 
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ington’s thinking about Japan, Dr. Jerome B. Cohen, 
a noted writer on Japanese problems, stated re- 
cently in the Far Eastern Eurvey (June 23, 1948) : 
“Events have indicated that the proposed solution 
is to give Japanese business its head; to reopen 
trade fully, to make Japan the workshop of the 
Orient; to decelerate the decartelization process; to 
halt the purge of business leaders; to stimulate 
foreign capital investment; to reopen the stock 
market; to reduce corporate taxes; to eliminate re- 
parations largely; to rebuild the Japanese merchant 
marine; to let Japanese merchants actively seek the 
markets abroad which SCAP’s foreign trade func- 
tionaries could not generate successfully.” 


Reform Phase Ended 


In other words, the reform phase of the Japan- 
ese occupation which had laid stress on demilitariz- 
ation, democratization, the dissolution of the family 
holding companies and banks (Zaibatsu), and land- 
reform legislation is about coming to an end. Not 
all the reforms have been carried out fully, and 
only time will tell whether they were necessary, 
desirable, or successful. 

If Japan is to earn sufficient foreign exchange 
to make herself self-supporting, production must be 
increased first. At the present time, manufacturing 
industries are operating at a very low level—less 
than 25 per cent of the 1937 average. Agricultural 
production takes care of only about 80 per cent of 
the country’s needs, and with the fleet reduced and 
unable to fish in many waters, fishing, the other 
main source of food in Japan, is only half of what 
it used to be. 

In the opinion of the Johnston Committee there 
are three major obstacles to the recovery of pro- 
duction in Japan: (1) inflation, (2) uncertainty in 
respect to the conduct of business enterprise, and 
(3)low productivity of workers as well as of indus- 


trial enterprises. 

As elsewhere, inflation in Japan has been due to 
“too much money chasing too few goods”. As will 
be seen from the accompanying table, paper money 
outstanding rose from about 6 billion yen in 1941 
to 55 billion at the end of the war, and to nearly 
220 billion by the end of 1947. Since then, paper as 
well as deposit money has practically ceased to ex- 
pand, largely due to a sharp increase in tax collec- 
tions (in no small degree the credit for this goes 
to the occupation authorities which are supervising 
the collections). In view of the great reconstruction 
task facing the country, the balancing of the budget 
is out of question for some time to come. What 
Japan needs at this stage more than anything else 
is to increase the supply of consumer goods. That 
would stop the flight into goods, which are getting 
more and more scarce, and restore confidence in the 
currency. 

The uncertainty in regard to doing business in 
Japan derives from two sources. One is the threat 
of removal of equipment for reparations. Owners 
and directors fear that their property may be taken 
away from them, and hence do not exert themselves 
to bring it into full production. On this point the 
Johnston Committee observes that it is imperative 
that a decision be reached promptly, and then it 
adds: “Plants that are needed in bringing about the 
recovery of Japan should be retained and only ex- 
cess capacity removed. Otherwise the United States, 
which is now extending relief to Japan, would in 
reality be paying the reparation bill.” Recommended 
removals were reduced sharply. They are about one- 
fourth as large as suggested in the Pauley Report 
(Spring 1946) and less than half what the Overseas 
Consultant’s Report recommended (February 1948). 


The Breaking of Monopolies 


Another element of uncertainty derives from the 
changes being éffected in the control of Jap- 


























anese industry—the breaking up of the great 
p ’ private monopolistic groups (Zaibatsu) which 
Japan: Money and Prices at times could and sometimes did dominate 
Block the Japanese Government and repress com- 
Outstanding Deposit Stock Retail Wholesale Market petition. Here again, the Johnston Committee 
Currency Money Prices Prices Prices Prices recommends a complete departur e from the 
(a) (b) Jan. "371937 1937 Nov. °45 earlier policies. Its advice is that “decision 
Years (in billion yen) =100 =100 =100 =100 should be reached quickly,” that “deconcen- 
tration plans should not adversely effect pro- 
aed e —. a ie duction” and that “care must also be taken 
1941 6.0 29.2 % 151 139 that the breaking up of the Zaibatsu monop- 
1943 10.3 43.2 108 170 158 olies (Mitsui, Mitsubishi, and other concerns) 
1944 17.7 61.1 103 194 176 does not lead to the growth of government 
see sn 102.3 102 291 226 monopolies.” 
aid sg — — The low productivity in various branches 
1947 of industry has been due partly to inade- 
May 115.7 130.0 91 2,700 1,620 aa quate food, housing, and clothing, and partly 
sad vg oa om — ae a to worn out machinery and defective tools. 
D a ' : ’ . Before the war one of the greatest economic 
ec. 219.1 208.9 98 7,630 5,300 449 : 
assets of Japan was cheap, efficient labor. 
iy om is — low productivity, this labor is no longer 
an. : 12.0 127 8,000 5,470 497 cheap. If Japan is to recapture a part of her 
“904 coe 212.9 _ 8,290 5,560 pi prewar foreign trade, she will have to put a 
ree 220.4 we ae premium on efficiency. She will have to reor- 
May 219.9 % ganize production, modernize factories, in- 
—— investment per worker, etc. Some 
, modernization will be impossible without par- 
(a)—Notes excluding holdi f th tral bank. “ie . ° . 
see ecuedis mikitbea declan and government deposits licipation of outside help. For this reason the 
‘ ‘ Johnston Committee stresses that the ob- 
stacles to foreign private investments be 
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removed and that the Japanese tax struc- | 
> , : 

ture be remodeled ‘‘to permit the earning Japan: Business Indexes 

and payment of reasonable profits. 

To bring about an increased produc- aren Car- Paes 
tion of goods, the Japanese Government Production Mining Loadings Electricity Steel Cement Cloth 
recently announced a five-year economic Monthly —-:11937 1937 1941 Billion 000 000 million 
recovery plan (1948-1952). The stress is Average =100 =100 = 100 kwhs tons tons sq. meters 
put on increasing productivity and a 194) 123 121 101 2.79 570486 93 
better utilization of domestic resources 1942... WNT 123 115 2.16 587 363 24 
(also recommended by the Johnston 1943 «107 131 118 2.86 652 314 76 
Committee). The output of chemical and TO ee 117 8! 2.72 493 247 13 
machinery industries, in particular, is to 1945 ...... 36 5! 64 1.67 89 98 4 

1946 6 46 72 2.35 46 77 17 
be boosted. To carry out the plan, for- ac 
eign credits of some $1,630 million are i ‘a - _ a 12 a 
estimated to be needed during the next 

3 mu... —« 57 77 2.82 86 100 53 
five years. The bulk of the money repre- a 62 75 2.31 88 105 46 
sents the cost of initial foreign raw ma- a 75 67 2.13 87 141 4l 
terials, for without these materials there 1948 
cannot be an increase in production; Jan. 0 = 20 72 76 2.18 80 103 47 
without increased production there can- 9 ee = 7 b , sr k.. Pe 
not be increased exports, and without in- ar... 24 74 3 34 6 

April _ 25 67 + 2.80 119 169 64 
creased exports, Japan cannot hope to 




















pay her way and maintain a decent 
standard of living. 

Realizing how important for Japan ‘‘the imported 
raw material-finished goods exports circle is,” the 
Johnston Committee went on record that “to sus- 
tain a reasonable standard of life’’ Japanese exports 
will have to be increased eight to nine times from 
the 1947 level of about $173 million (to about 
$1,600 million at current prices) and that imports 
which in 1947 were $526 million, must be at least 
three times as high. To accomplish such an expan- 
sion, the Committee pointed out, Japanese mer- 
chants must be allowed to go abroad, the Japanese 
merchant marine must be rebuilt and Japan must 
not only be allowed to export textiles and consumer 
goods (as the previous “Reports” recommended) , 
but also machinery and metal products, chemicals, 
rubber manufactures, etc. And it added: “It is 
important to the Japanese (and to the American 
taxpayer) that we use our influence to overcome the 
understandable trade discriminations which are 
practiced against Japan, especially in markets in 
which they heretofore enjoyed large trade. In the 
judgment of the Committee, the countries involved 
are impairing their own well-being by refusing to 
trade with Japan and are retarding the reactiva- 
tion of a potentionally valuable economic asset for 
the benefit of all Asiatic countries.” 


Existing Trade Possibilities 


There is no doubt that the nearby Far Eastern 
and southeastern Asia countries have many prod- 
ucts which Japan could use and that in turn Japan 
could provide them with many manufactures. In 
this connection the Committee makes a rather 
sweeping statement that “an eventual shift in Jap- 
anese food and other imports from the dollar area 
to the sterling and Far Eastern areas, with com- 
pensation in Japanese industrial exports, is essen- 
tial to any permanent Far Eastern recovery.” 

The Johnston Committee recommendations con- 
tain a lot of common sense. But it is also true, as 
some of their critics point out, that for the sake “‘of 
taking Japan off the American dole” and saving 
the American taxpayer money, we are rather un- 
ilaterally reversing some of our previous policies 
with respect to Japan. The Filippinos are very much 
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against setting up “an American financed workshop 
in Asia,” and so are the Chinese. Knowing the 
Japanese better and having suffered a great deal 
from them, the Chinese are perplexed by the change 
in our attitude, and this has much to do with the 
estrangement of China during the past several 
months. The British are naturally worried that the 
rebuilt, modernized Japanese industries will again 
swamp world markets with many competitive prod- 
ucts. Nor are the Australians particularly happy 
about it. 


Cooperation vs. Unilateral Development 


“Rather than to foster the unilateral develop- 
ment of a Japan dependent upon the American 
economy in the face of growing world opposition,” 
Dr. Cohen points out in his already mentioned 
article in the Far Eastern Survey, “a policy of 
achieving cooperation in the Far East by consulta- 
tion and persuasion would not only be far more 
sensible but would not open us so much to the 
Russian propaganda charge of self-interest.’’ He 
would like to see a Far Eastern Economic Confer- 
ence and the tying together of an economic and 
military aid program for China, development loans 
and tariff preference for the Philippines and our 
need for strategic materials and resources of South- 
east Asia, with the future of the Japanese economy 
and the development of Korea. 


Political and Economic Dislocations 


But there are other problems involved. It is not 
at all certain, in view of political disturbances in 
southeastern Asia—in Burma, Indo-China, parts of 
Indonesia, Siam and, of course, China—that Japan 
can successfully restore an interchange of goods 
with these areas. The continuous political and eco- 
nomic dislocation of southeastern Asia may force 
Japan to trade with the dollar area, since such raw 
materials as cotton must be bought here, and to 
compete more than ever with Western European 
products in our own market. This is, of course, 
speculation. No one can foresee the future in all its 
aspects. (Please turn to page 454) 
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By PHILLIP DOBBS 


1948 marks the beginning of the second 
century during which two competitors have been 
producing equipment to mechanize farm activities. 
Though in the course of 100 years, International 
Harvester has far outdistanced Oliver in size, vol- 
ume and earnings, their operating problems and 
potentials have many things in common, and it hap- 
pens that their shares are selling close to the same 
level at present. For these and other reasons it is 
interesting to appraise the current status and poten- 
tials of these old concerns, and to study the re- 
spective merits of their shares. 

Labor shortages and the stimulus of wartime 
conditions forced our farmers to rely upon mechan- 
ized equipment as never before in history. As a 
result, the nation’s output of food reached aston- 
ishing proportions, despite a rapidly shrinking sup- 
ply of farm labor, and farm profits ever since Pear] 
Harbor have piled up impressively. Taking their 
hard earned lesson of earlier years to heart, the 
farmers now have both the desire and means to 
acquire every form of modern power machines avail- 
able. Also, world demand for similar equipment 
produced by American manufacturers has become 
so insistent that for several years to come it seems 
certain our domestic capacity will be severely over- 
strained, regardless of substantial expansion pro- 
grams completed or under way. 

Under these conditions of a clear-cut sellers’ 
market, when the output of every well-known pro- 
ducer of farm implements finds immediate takers 
at satisfactory prices, both of the concerns under 
discussion are not only doing exceptionally well for 
themselves but are spending substantial sums (pro- 
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International Harvester 
vs. Oliver Corporation 


portionate to their different sizes) to enlarge and 
modernize their facilities. Already the fruit of 
this forward looking planning has begun to reach 
the harvest stage, so that a further uptrend in 
sales is likely, profit margins could improve, net 
profits become more substantial. Barring labor 
troubles, it appears that only a shortage of skilled 
labor and steel might cloud the otherwise very 
encouraging outlook for both concerns. 

The main value of a comparison such as we are 
undertaking naturally boils down in the end to 
consideration of the relative investment funda- 
mentals and speculative potentials of the two 
common stocks. But to arrive at any conclusions, 
it is essential to understand the general back- 
ground of the two concerns as well as their 
respective capital set-ups and operational results. 
International Harvester, for instance, is fully 

integrated whereas Oliver is not. IHC operates its 
own coal mines, steel mills, coke ovens and sisal 
plantations and has manufacturing facilities to pro- 
duce a very wide range of items, besides a long 
string of distributing and warehousing units all 
over the world. 


Diversification and Research 


As for products, one reason that International 
Harvester has won a dominant position in the in- 
dustry and achieved a fair degree of stability has 
been its ability to supply pretty much everything 
in the form of powered equipment and parts that 
any farmer might need. Additionally, the company 
has become a leading truck manufacturer. Through 
intensive research, the quality and efficiency of these 
various items has been constantly improved and 
entirely new ones are constantly being offered to 
meet long felt needs. 

Only recently this concern has announced the 
beginning of mass production of powered cotton 
pickers that promise to revolutionize the harvesting 
of cotton. For some time past, sales have been 
heavy of corn pickers and huskers capable of han- 
dling more than 20 acres per day. As for indus- 
trial and farm tractors with their wide assortment 
of equipment, it would be hard to name a size or 
special form that the company does not produce. 
Grain combines, reapers and threshers, cream sep- 
arators, milkers, haying machines, planters, seeders, 
potato diggers and other similar products too num- 
erous to mention are all to be found with the IHC 
label. Then farm wagons, trailers, and trucks rang- 
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ing from 4,400 to 90,000 pounds 
gross rating are an important 
factor in over-all production, 
plus a broad variety of engines. 


Break-Down of Sales 


The relative contribution of ai mame knse 
these major products to Inter- 
national Harvester’s record vol- 
ume of $741.2 million in 1947 is a pees ec 
interesting to note. Motor trucks _ 
were far and away the most [|— > 
important items in the sales 
tally, accounting for almost $250 
million. Tractors and power 
units ranked second with sales 
of $160 million, with total vol- 
ume of parts reported just un- 
der $150 million. Farm imple- 
ments added about $120 million 
to the score, miscellaneous items 
close to $50 million and twine 
about $12 million. 

Aside from the desirable di- 
versification gained by the pro- 
duction of these many items, the 
large proportion of parts sales 
is very significant. Profit margins on these are 
ample, and after the company’s machines or trucks 
are sold, orders for replacement parts are sure to 
come in, regardless of changes in general economic 
conditions. For this reason, sales of parts mounted 
consistently and by 1947 were triple those of twenty 
years ago. 

When it comes to distribution, International Har- 
vestor maintains more than 220 facilities in the 
United States and Canada to sell and service its 
products, with additional reliance upon about 10,400 
retail dealer outlets. Distribution and servicing over- 
seas is effected through subsidiaries located in 20 
foreign countries, with large scale manufacturing 
or assembling conducted by many of these units. 
About 500 foreign jobbers help 
to distribute IHC products. 


Foreign Holdings 


At the end of 1947, Interna- 
tional Harvester was carrying 
its investment in foreign sub- 
sidiaries at $66.6 million, com- 
pared with total capital of $513 
million. Though the company’s 
equity in these subsidiaries was 
estimated at almost double their 
book value, due to earnings re- 
tained by them, the parent con- 
cern has on its books a conting- 
ency reserve of $20 million to 
allow for rehabilitation of cer- 
tain European units damaged 
during the war. 

Turning to Oliver Corpora- 
tion, some of the business of 
this concern owes its origin to 
the development of a threshing 
machine by John Nichols back 1938 | 1939 
in 1847. This activity was in- 
corporated as Nichols & Shepard 
Co. and acquired by Oliver Agri- 
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cultural Equipment Company in 1929. This latter 
name by degrees was changed to Oliver Corporation. 
Other concerns acquired at the same period as 
Nichols were the old established Oliver Chilled Plow 
Works, Hart-Parr Co., American Seeding Machine 
Co. and McKenzie Manufacturing Co. In 1944 and 
1945, the Cleveland Tractor Co. and Mitchell, Lewis 
& Staver Co. were added to the family. 
Acquisition of these various specialists in the 
farm equipment field, several of them pioneers, has 
given Oliver an increasingly diversified production 
and helped to provide much broader markets than 
formerly. Oliver equipment now includes well de- 
signed and efficient tractors and crawlers, bull- 
dozers, harvesting and threshing machinery, tillage 


Adjusted 
Price Range 
1929 - 1935 
High - 47% 
Low - 4% 
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tools, seeders and the like, many of which have been 
entrenched in popularity for many decades past. 
Sale of parts has come to be an important factor, 
too. Oliver maintains some 40 branches throughout 
the United States and Canada, and conducts a siz- 
able export business to many foreign independent 
distributors. 

Progress of Oliver Corporation from 1929 to 1935 
was none too smooth, as might be surmised because 
of the highly depressed conditions of agriculture 
during that period. But in 1935, a recapitalization 
was effected that cleared up arrears on the pre- 
ferred stock and since then sales have rather stead- 
ily climbed from a level of $12.2 million to a peak 
of $73.7 million in 1947. While net earnings by no 
means kept abreast of the gain in volume, opera- 
tions have been profitable in every year since 1936 
and per share net has generally been quite satis- 








Comparative Statistical Summary* 





International Oliver 
Harvester Corp. 
. May 13,48 Oct.31,'47 
816,724 82,000 





CAPITALIZATION: AS Of occ cnn 
Preferred Stock (number of shares)... 


Common Stock {number of shares))................_ 12,737,097 802,864 
INCOME ACCOUNT: Year Ended October 31, 1947 
Net Sales (000 omitted). SR Pac Sea AS $741,252 $73,782 
Piati pant Mar Ome. $58.30 $92.00 
Operating Margin .. ganna. te 9.0% 10.3% 


$74,419 $7,655 
10.0% 10.4%, 
$48,469 $4,072 


Pre-Tax Net Income (000 omitted)... 
Pre-Tax Net Margin een 
Net Income (000 omitted) 








CS eae $3.36 $4.61 
LONG TERM EARNINGS RECORD: 
Lee: PR ees is eee $3.36 $4.61 
1945 secttd See nate pe Pell ates) 1.37 1.63 
1944 .. So pretie 1 1.54 2.64 
- 1 ESAS Cee ee eee 1.57 2.63 
es eh Mea ee ee Se 1.65 2.44 
1941 . : tao oe 1.96 2.47 
1940 ow. : 9 EE 1.37 1.28 
(i ees >A eS sence eae of 18 .64 
rc ee 57 .09 
10-Year Average Earnings, 1938-47... $1.49 $2.04 
1946 Dividend \Calendar Year)........... $1.00 $.50 
1947 Dividend (Calendar Year)...... $1.22 $1.00 
10-Year Average Dividend, 1938-47... $.93 $.53 


October 31, 1947 
$110,813 $6,040 


saan 


BALANCE SHEET (000 omitted): As of 


Cash and Securities... 


Cash and Securities as % of Current Assets 32.3% 15.2% 
[007 eR aR ee dear $201,417 $26,307 
Inventories as % of Current Assets park 59.2% 66.3% 


Total Current Assets ‘Rea Adicses meen near) $340,251 $39,737 
Total Current Liabilities... $106,941 $12,477 
Net Working Capital... $233,310 $27,260 
Current Ratio AE CEE NY He 3.2 
Fixed Assets, Net .. $206,188 $15,990 
eS a eee Cee er $620,119 $56,330 
Book Value Per Share.......... ere $33.88 $44.41 
Net Current Assets Per Sharef...... . $19.00 $24.00 
Recent Price of Common ccccccccsecenseneon $34.00 $36.00 
Dividend Yield (on 1947 Dividend)... 3.6% 2:67, 
Price-Earnings Ratio {to 1947 Earnings). 10.1 7.8 
LATEST DATA: 

Net Sales (6 mos. April 30) (000 omitted) $433,899 $48,085 
Per Share (6 mos. April 30) eee $2.01 $4.07 
Dividends Paid 1948 to Date... : $1.35 $1.25 





*—Adjusted for stock split-ups. 
t—After deducting senior obligations. 
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history, with a sharp upturn now in evidence. 

What lends special interest to recent progress by 
both Oliver Corporation and International Harvester 
is the element of postwar expansion. Since the end 
of 1945, Oliver has undertaken to modernize and 
expand its facilities extensively, considering its rel- 
atively smaller size. By the end of October, this con- 
cern will have spent about $23 million for the pur- 
pose, with further outlays of $4 million planned 
for 1949. This should result in nearly doubling its 
capacity upon completion, and has already helped 
to lift sales substantially. 1948 volume in fact should 
closely approach $100 million. 


Capital Expenditures 


International Harvester’s capital expenditures 
during its last three fiscal years have been approxi- 
mately $130 million, with commitments of addi- 
tional $30 million and unexpended appropriations 
of $50 million, when its fiscal year ended last 
October 31. The full or near completion of improve- 
ments on this large scale enabled the company to 
establish an all-time record volume of $741.2 million 
in fiscal 1947, with prospects of substantial improve- 
ment in the current year. Looking further ahead, 
the company expects to make large capital expendi- 
tures for several years to come, thus enhancing 
volume potentials over the medium term, provided 
no set-back in demand occurs. 

We have appended a comparative statistical sum- 
mary of International Harvester and Oliver Corpo- 
ration to assist our readers in studying their rela- 
tive size and operational accomplishments. Only a 
few months ago, the larger concern effected a three 
for one split of the common shares, and our figures 
have been adjusted accordingly. 

At the start it should be noted that the number 
of IHC shares outstanding are more than 15 times 
those of Oliver and that its total assets are about 
eleven times larger. In appraising the operating fig- 
ures of Harvester, it should be realized that only 
dividends actually received from foreign subsidiar- 
ies, rather than ratable net earnings, are included 
in the company’s income account. Otherwise 1947 
net earnings would have been about $14 million 
larger than shown. At this point it may be interest- 
ing to know that these foreign subsidiaries paid 
dividends aggregating $7.1 million to the parent 
concern, retaining twice as much in their respec- 
tive businesses. If a consolidated income report 
were available, many of the figures and percentages 
we show in the IHC column would have to be 
correspondingly revised. 


Simple Capitalizations 


The capital structures of both Oliver Corporation 
and International Harvester are fairly simple as 
shown in the latest balance sheets. Neither concern 
has any funded debt, but Oliver has 82,000 shares 
of preferred stock outstanding and IHC 816,724 
shares of preferred, both of $100 par value. Oliver, 
however, has a smaller proportion of common in 
relation to its senior securities, the ratio being 
about 10 to 1 compared with more than 15 to 1 in 
the case of Harvester. Neither of the two concerns 
at the end of the fiscal year were in debt to their 
banks, but since then Oliver has availed itself to 
some extent of a short term bank credit aggregating 
$8 million, while Inter- (Please turn to page 457) 
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Harvesting cane sugar is an old 
fashioned yet amazingly fast process. 
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Outlook for SUGAR Industry 


By STANLEY DEVLIN 





i world sugar industry is arbitrarily 
divided into two great zones—the United States 
and its affiliated areas, Cuba, Puerto Rico, the 
Hawaiian Islands and the Philippines; and other 
world producers. Our Government takes a deeply 
paternal interest in the sugar industry, and more 
particularly the beet sugar industry within this 
country; it regulates imports directly and through 
tariffs, pays subsidies, allocates production quotas, 
and has differing relations with the four affiliated 
island areas (all of which, however, enjoy some 
measure of U. S. protection). 

The U. S. has always had a tariff wall, but Cuba 
enjoys a preferential tariff, and we always buy the 
greater part of its crop. But when over-production 
occurs, Cuba must “dump” its excess sugar in the 
competitive world markets, which makes its econ- 
omy subject to wide fluctuations. Puerto Rico and 
Hawaii, being U. S. territories, do not have to scale 
the U. S. tariff wall. The Philippines, now inde- 
pendent, will eventually have to pay the tariff, but 
they will reach that point by easy stages under a 
sliding scale arrangement; their production is rela- 
tively low at present. 

Outside the U. S. and its affiliates the principal 
pre-war exporting country was Java, but it has 
not yet regained its pre-war status. During the war 
some other countries, such as Mexico and Brazil, 
have stepped up their production and entered the 
export markets. In Europe, Germany, Czecho- 
Slovakia, Ukraine and Poland were big sugar beet 
producers before the war (with government en- 
couragement) but much of their crop was for home 
consumption. Other European countries are actively 
at work to make Europe less dependent on refined 
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imports; Switzerland may double its refinery output, 
Greece is planning to erect 7 to 10 new factories, 
and Eire is modernizing her beet culture and build- 
ing new plants. The trade magazine “Sugar” states: 
“Faced with the absolute necessity of increasing 
the nutrition level and the standard of living, 
Europe is turning to increased sugar beet planting 
this spring.” Increasing production in Europe and 
in the Orient may help swamp sugar markets in 
another year or so, but this debacle is not yet in 
sight. 


Overproduction and Price Drop 


Soon after World War I, the sugar industry like 
many others, got out of hand and over-production 
resulted in a disastrous drop in prices. Trouble 
occurred again in 1930-32. In 1934 Congress passed 
the Jones-Costigan Act, in an effort to stabilize and 
regulate the sugar industry by the application of 
production quotas in the affiliated areas. Another 
Act was passed in 1937, but quotas were suspended 
from April 1942 to December 1947 in order to 
obtain additional sugar during the war. In 1948 
the new Sugar Act was passed, the primary pur- 
pose being to subsidize our beet sugar industry 
and to protect growers of sugar cane in the U. S., 
Hawaii and Puerto Rico. 

Like much of our farm legislation, the Sugar 
Act was designed to limit output well below max- 
imum capacity, and also to maintain relatively high 
wages and labor standards. The subsidies vary 
inversely with the size of the individual crop, big 
producers getting only about 3 mills a pound, while 
small producers may get up to 8 mills. (These 
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. Staiistical Summary of Sugar Companies 
e + Net Per Share ——--__. - Price- 
—1936-1939— 4 Fiscal Years ——Dividends—— Recent Div. Earnings Price Range 
High Low 1944-45 1945-46 1946-47 1946-47 1947-48* Price Yield¢ Ratiot 1948 
Cuban-Dominican Producers 
Central Violeta Sugar . $ 81 def$ .04 $2.57 $2.79 $7.23 $1.37 $2.00 $i ia, = S" 15 -10% 
Cuban-American Sugar _............ .70 def .81 2.45 2.11 6.13 1.00 1.75 is. 67 2.4 16!/-123% 
Cuban Atlantic Sugar... 2.55 a2 3.14 4.26 10.68 2.00 3.00 18 Itt 1.7 2034-163 
Francisco Sugar . rie tue stars 50 def.61 74 3.99 8.06 Nil 2.00 14 : Id 1634-125 
Guantanamo Sugar 23 def .63 55 1.01 4.83 .25 1.00 7 3.6 1.4 9 - 5Y, 
Manati Sugar ee te def.35 1.19 1.54 5.16 15 1.00 10 7.5 1.9 10!4- 7 
Vertientes-Camaguey ; 52 .23 2.48 3.08 5.28 1.00 3.00 14 7.1 27 15!/2-1254 
West Indies Sugar 1.28 .09 4.06 6.18 10.78 3.50 3.50 22 15.9 2.1 2634-19!/, 
Puerto Rican Producers 
Central Aguirre Sugar........ BOT 1.15 1.39 97 2.83 1.50 227 17 8.8 6.0 187-16!/, | 
Fajardo Sugar . = | 32 2.08 49 = def.15 9.62 1 25 4.50 29 4.3 3.0 311/4-26%4 
South Porto Rico Sugar........ 3.00 1.12 4.06 7.49 12.00 7.35 5.00 41 17.9 3.4 4374-36! 
Beet Sugar Producers 
American Crystal Sugar 3.91 19 1.00 1.37 4.59 .60 2.50 21 2.9 4.6 22'/2-16 
Great Western Sugar... 3.53 1.47 88 1.20 1.89 1.20 2.20 22 5.4 11.6 23'/g-20 
Holly Sugar ae .. 5.42 1.05 1.13 1.36 1.02 1.00 1.25 28 3.6 27.5 3034-15'/, 
Refiners 
American Sugar Refining 2.67 def6.10 347 3.60 15.84 2.00c 2.50ce 39 5.1 25 41 -34I/, 
National Sugar Refining . 2.52  def2.23 2.46 3.07 4.84 1.45¢ 1.60cf 23 6.3 4.7 2536-22 
*—To date. t{—Based on 1946-47 dividends. e—Plus $4.00 paid in 1948. 
t—Based on 1946-47 earnings. c—Calendar years 1946 and 1947. f—Plus $1.50 paid in 1948. 

















figures compare with current prices for raw sugar 
around 534 cents a pound, and 734 cents for re- 
fined). The subsidies are financed through excise 
taxes averaging about 5 mills per pound, and thus 
the subsidy-excise system operates independently of 
the tariff. 

How Sugar Act Works 


Under the new law the Secretary of Agriculture 
is supposed to look into his crystal ball in Decem- 
ber and decide how much sugar U. S. consumers 
will need in the following calendar year. He then 
assigns quotas to each area supplying the U. S. 
market, based on the fixed percentages provided 
in the Act. In gauging estimated consumption he is 
supposed to take into account the distribution of 
refined sugar in the 12 months ended October 31st, 
changes in inventories during the year, and indi- 
cated changes in consumption. However, the Act 
wisely gives the Secretary power to revise con- 
sumption figures from time to time; and if any 
major area appears unable to produce its quota he 
can pro-rate the deficit to the other areas. The 
domestic refining industry is also protected under 
the Act by an arbitrary limit on imports of refined 
(as distinct from raw) sugar. 

While the quotas are subject to change, as indi- 
cated above, the following percentages will give a 
general idea of the importance of each area: 


ree Renee te ee cn OT 29% 
A ROU ATE CE Oe 24% 
ERNE aR Toa ae ea aera 14% 
ERLE LLELLTOR ON OE 14% 
| RSE RR eer eer ne re 12% 
SN NO Bais sini ctictecnransnsacbcaseles'n 1% 

100% 


From a financial point of view we are interested 
in “world” sugar (outside of the above areas) only 
to the extent that Cuban producers are affected 
marginally by the so-called world price, which re- 
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flects conditions outside of the U. S. zone of influ- 
ence. The sugar companies in which we are cur- 
rently interested fall in four major groups: Cuban 
producers, Puerto Rican producers, U. S. beet sugar 
companies and U. S. refiners. 

Cuba, whose economy largely revolves around its 
sugar crop, has had a long series of industrial 
cycles reflecting recurring over-production and 
sharp price changes in the commodity. In future, 
however, the quota system may give it some greater 
measure of stability, though this is doubtful unless 
Cuban growers cooperate closely with Washington. 
In 1929 Cuban production rose to 6 million tons, 
three times as much as in 1910, and New York 
banks loaned heavily to the Cuban planters. All this 
spelled disaster in 1932 and it took another world 
war (plus good growing weather) to bring pro- 
duction back to the 1929 level in the year 1947. 


Cuba’s Role as World and U. S. Supplier 


In an attempt to gear Cuban production to the 
U. S. quota system, the Cuban government now 
imposes limitations on output and the mills are on 
a quota basis. During the war, however, quotas 
were discontinued by both the U. S. and Cuba. Con- 
tinuing through 1947 practically the entire Cuban 
crop was sold to the U. S. government, the terms 
being negotiated between U. S. and Cuban govern- 
mental agencies; contract prices were adjusted for 
changes in the U. S. cost of living index compiled 
by the Bureau of Labor Statistics. 

With increased production and lowered U. S. de- 
mands (now that the armed forces are much less 
of a factor), Cuba must again sell about a third 
of its crop in the world market. With competitive 
conditions returning in world markets, Cuban pro- 
ducers may lose money on sugar sold to Europe, 
recouping themselves through U. S. sales. In the 
event of a crop failure somewhere in the U. S. 
hegemony, Cuba would benefit by diverting more 
of its production to this country; conversely it 
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suffers under the quota system whenever U. S. 
consumption estimates are reduced, as has hap- 
pened twice this year. 

Puerto Rican production of raw sugar during the 
1930s averaged somewhat less than the 910,000 
tons which could be shipped to the United States 
under the Sugar Act. By 1942 production had in- 
creased to over 1.1 million tons, but dropped to 
724 million tons in 1944 due to drought and other 
factors. By last year it had almost recovered to 
the 1.1 million ton level. 


Puerto Rican Land Expropriation 


Puerto Rican laws and regulations covering sugar 
production are very complicated. Corporations can 
no longer hold more than 500 acres, so that the 
big properties are being broken up and the land 
sold to the Puerto Rican Land Authorities. Sugar 
companies are now considered public utilities and 
their profits are limited to 7% on the property 
values, which are fixed by arbitration. 

U. S. sugar beet production, well protected by 
favorable legislation, has shown greater stability 
than the cane sugar industry in the insular areas. 
However, due to the flexibility of American farm 
production, the acreage devoted to beet sugar may 
vary not only with the price of sugar, but also with 
profits obtainable from other crops. With heavy 
production of other crops during and since the war, 
beet sugar production has dropped below the high 
level of 583,000 tons reached in 1939 (last year’s 
crop was only 425,000 tons). This year there has 
again been some diversion of acreage—an estimated 
10°. While the industry grew rapidly in the 1930s 
(more than quadrupling production during the 
decade 1929-39, in contrast to declining Cuban pro- 
duction), it now appears to be losing ground to 
more profitable crops. In other words, beet sugar 
is primarily a depression industry. 


This Year’s Developments 


What has been happening to sugar this year? 
With the postwar shortages of consumers and 
dealers fully taken care of last year, the move- 
ment of sugar into consuming channels in the 
United States became sluggish in early 


requirement for 194% was initially set by the Sec- 
retary of Agriculture at 7,800,000 tons but was 
lage cut, in two stages, to 7 million Ea Cuba 
béaring the brunt of this reduction. e reduc- 
tion was made despite the end of rationing. It 
probably did not represent any decline in consump- 
tion, but is explained by the heavy stocks accumu- 
lated by users in the latter part of 1947 when ra- 
tioning was ended but price controls remained 
effective. 

By April this condition had apparently been 
righted and in that month 563,000 tons were dis- 
tributed compared with 497,000 tons in April 1947. 
Cumulative distribution through May 8 was also 
slightly higher than for the same period of 1947. 
Whether the 7 million ton consumption figure will 
have to be raised slightly during the balance of 
the year remains in question; last year’s actual fig- 
ure of 7,717,000 tons included deliveries to meet 
the abnormal demands in June and October caused 
by easing in controls. 


Rising Sugar Stocks in U.S.A. 


Sugar stocks in continental United States gained 
substantially last year, though remaining slightly 
below the pre-war average. As of May 1 this year, 
supplies showed a further gain, though “invisible” 
stocks in the hands of industrial users, wholesalers 
and retailers appeared to be below pre-war. On 
balance, supplies still appear ample, even if there 
is some increase in the rate of consumption. 

A rise in refined sugar prices occurred at the 
end of June, and this is expected to revive the pre- 
war practice of booking shipments within 30 days 
at prices prevailing before the increase becomes 
effective. This might stimulate large orders from 
beverage makers and others who have been carrying 
small inventories awaiting price developments. Re- 
cent labor troubles of eastern refiners have appar- 
ently not been an important market factor, except 
to the extent that western beet refiners temporarily 
benefitted. 

What about the outlook for the stocks of the 
sugar companies? The former downward trend in 
sugar shares would seem to have discounted rather 
amply the adverse trade (Please turn to page 455) 





1948, and prices declined. At the begin- 
ning of the year, spot duty-paid sugar was 
quoted at 6.32¢ per lb., the level since mid- 150 
1947 under price control. By February the 
price had dropped to 5.45¢ and in May was 
down to 5.15¢. However, in the past month 
the price advanced to 5.70¢, a recovery of 140 
about 14¢ in the past month. Refined cane 
sugar was 8.4¢ on January 1st (the former 
price ceiling), but a series of cuts brought 130 
it down to 7.5¢ in May, from which it has 
recovered to 7.75¢ presumably in sympathy 
with the general strength in commodity 
prices since mid-May. Beet sugar prices 
also declined this spring below the level of 
8.1¢, at which the Government had guar- 
anteed average returns to beet processors 
for sugar made from the recent harvest. 55 

During the first four months of 1948, 
sugar imports were about 17% lower than 
last year, despite re-entry of the Philip- 
pine Republic into the United States market 
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after a six-year lapse. The national sugar 
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VW year reports of the nation’s 
commercial banks should be encourag- 
ing to their shareholders, though pros- 
pects of any improvement in dividends 
during the near term are not bright. 
As the element of stability, however, 
has always been the major factor in 
appraising bank shares, current indi- 
cations that for an indefinite period 
ahead no change in most dividend rates 
will occur, lends confidence in this special invest- 
ment medium. 

During the first half of 1948, last year’s trend 
toward smaller earning assets in the main continued 
despite the usual exceptions. During the twelve- 
month period ended December 31, 1947, the retire- 
ment of Government debt contributed to widespread 
shrinkage of such assets, as result of which net 
profits of the 6,900 banks in the Federal Reserve 
System were 14% lower than in 1946, last year’s 
total net after taxes amounting to about $654 mil- 
lion compared with some $760 million in the pre- 
vious period. Expressed in another way, this repre- 
sentative group of banks earned 7.9% on invested 
capital in 1947 against 9.6% a year earlier. 


Decline in Earning Assets 


While fully comparable figures are not available 
for the current year to date, at midyear the New 
York members of the Federal Reserve System re- 
ported about 6% less earning assets than they had 
on December 31. There are signs, though, that the 
tide is turning and that from now on the rather 
long continued downtrend in investible funds may 
at least level off, if not reverse itself to some extent. 
It should be realized that heavy tax receipts during 
the first half were used by the Government to retire 
bank-held debt, so that demand deposits shrank 
almost a billion dollars during the six months. 
There is little chance that Federal debt retirement 
will continue anywhere near the former rate dur- 
ing the balance of the year, and if industrial ac- 
tivity continues brisk as it probably will, the out- 
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look for well sustained earning assets is enhanced. 

Of equal importance is the shift in earning assets 
that tends to swell operating profits. Sharply re- 
duced holdings of Government bonds have been fol- 
lowed by an equally pronounced gain in loans by 
banks throughout the entire country. Demand for 
industrial loans to finance higher priced inventories 
and for expansion or modernization, along with 
record breaking gains in housing loans and a stiff 
spurt in installment credit, has shifted large sums 
into more profitable fields than before. Realized 
profits from investment sales, to be sure, have been 
much reduced by poor market conditions, but this 
factor is being more than offset by a hardening of 
interest rates all along the line. 

Many bankers believe that prime credit risks will 
be paying 2% before the end of 1948, and some 
think that the Treasury will have to step up its 
current pegged short term rate of 114% to aid 
the Federal Reserve Board in trying to stem infla- 
tion. The FRB has been availing itself of its au- 
thority to increase reserve requirements in order to 
curb credit expansion. It latterly upped the percent- 
age for New York and Chicago banks from 22% 
to 24%, and quite possibly may go to the 26% 
limit by next fall. This would mean, as in the recent 
case, further disposal of sizeable amounts of Gov- 
ernment obligations, and corresponding loss of in- 
terest income. 


Operating Outlook 


The Federal Reserve Board of course could raise 
its rediscount rate but this in turn would tend to 
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Statistical Summary of Leading Bank Stocks 
% of Total Assets 
Tot. Assets U.S. 

Book Value Per Share Deposits—$ Million $Million) Gov't Loans & Net Per Share Div. Recent Div. 

12/31/47 6/30/48 12/31/47 6/30/48 6/30/48 Securities Discounts 1947 6mos.1948 1947 Price Yield 

Bank of Am., N.T. & S.A... $30.14 $32.09 $5,467 $5,433 $5,859 29.2% 44.4% $4.25 $3.23 $2.25 $46 4.9%, 
Bank of Manhattan... 32.24 32.73 1,140 1,088 1,169 29.0 36.5 2.07 1.38¢ 1.20 25 4.8 
Bankers Trust 50.25 50.98 1,483 1,305 1,515 34.3 35.7 2.72 1.63 ¢ 1.80 42 4.3 
Central Hanover... 121.46 122.46 1,492 1,409 1,554 39.0 29.0 7.26 N.A. 4.00 93 4.3 
Chase National ........ = 43.52 43.78 4,477 4,154 4,551 35.8 32.1 2.68 1.06 1.60 36 4.4 
Chemical Bank & Trust... 43.26 43.84 1,284 1,361 1,515 29.0 35.0 2.95 1.48ec 1.80 41 4.4 
Continental Illinois 90.22 91.97 2,229 2,082 2,275 49.5 19.3 7.79 N.A. 4.00 82 4.9 
Corn Exchange, N. Y.......... 58.12 59.18 782 752 799 59.0 9.9 5.03 N.A. 2.80 57 4.9 
First National of Boston... 42.75 43.51 1,338 1,311 1,461 30.4 39.0 4.13 1.77 2.25 48 4.7 
First National of Chicago... 222.60 231.71 2,153 2,017 2,178 34.4 36.4 14.57 N.A. 8.00 220 3.6 
First National of N. Y....... 1,367.46 1,369.56 591 529 698 52.8 13.5 87.66 42.10 80.00 1340 5.9 
Guaranty Trust ..........__ 360.67 363.85 2,452 2,310 2,800 40.1 31.1 18.28 9.18 12.00b 273 44 
Irving Trust... m 22.90 23.10 1,073 1,013 1,146 33.5 36.0 1.32 .60 .80 17 4.7 
Manufacturers Trust... 60.03 61.42 2,320 2,116 2,266 45.0 24.5 5.18 2.59 ¢ 2.40 52 4.6 
National City of N. Y.f... 48.18 48.93 4,992 4,747 5,131 37.0 25.4 3.39 1.67 1.60 40 4.0 
National Shawmut 40.66 N.A. 375 N.A. N.A. N.A. N.A. 3.41 N.A. 1.00 26 3.8 
New York Trust... 107.33 108.46 729 589 662 36.2 38.0 7.08 3.14¢ 4.00 89 4.5 
Philadelphia National 83.55 84.44 699 669 736 40.2 20.5 5.88 N.A. 5.00 102 4.9 

N.A.—Not available. e—Includes Continental Bank & Trust Co. since acquisition on May I, 1948. 

b—Plus one share of stock for each nine shares held. t—Including City Bank Farmers Trust Co. 
c—Net operating earnings only. 




















harden interest rates still more, a trend not now de- 
sired by the Treasury Department. On balance, the 
outlook for general improvement in operating in- 
come by the banks during coming months has an 
encouraging aspect, especially as institutions in the 
larger centers are finding business abroad increas- 
ingly profitable and have generally succeeded in 
upping many special service charges on the domestic 
front. Sight must not be lost of a possible further 
rise of about 5% in wage costs, however, before 
1948 comes to an end. 

Just how impressively the shift towards higher 
rate loans as a partial substitute for interest re- 
ceived from low rate Government obligations is 
affecting the operating income of banks is well 
shown by 1947 figures. For the first time since prior 
to the late war, loan income exceeded interest de- 
rived from Federal securities last year, as shown 
by reports of the 6,900 banks comprising the Fed- 
eral Reserve System. Earnings from loans totalled 
almost $1.04 billion, up $266 million, while interest 
on Government securities declined $137 million to 
$917 million, both compared with 1946. This trend 
seems to be developing on an increasing scale under 
1948 conditions. 


Modest Improvement in Net Earnings? 


As for net earnings, conservative bankers are 
anticipating no marked uptrend from now on. 
Rather, if the general decline experienced by many 
of them since the beginning of last year is halted 
and a modest improvement should now set in, such 
a trend should be considered satisfactory. That the 
consensus of banking opinion points to heightened 
confidence is shown by payment of $280 million in 
dividends by members of the Federal Reserve Sys- 
tem in 1947. This was about $13 million more than 
in 1946, regardless of generally lower net earnings. 
It should be remembered, though, that this evidence 
of greater dividend liberality did no more than 
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raise the proportion of dividends to net earnings 
to a modest ratio of around 40%. This percentage 
is not likely to be increased soon, because most of 
the banks need to retain a substantial share of 
earnings in order to keep capital resources in more 
desirable relationship with expanding deposits. To 
achieve this, many banks (Please turn to page 456) 
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By RICHARD COLSTON 


om recent recession in general market 

prices seems to have intensified the anxiety of many 
investors holding special stocks, the laggard be- 
havior of which had proved puzzling for some time 
past. The heavy mail received by us attests to this 
situation. So many of those inquiries show concern 
about specific situations that it seems timely to 
choose a few of them for discussion in our columns. 
Many of our readers lacking up-to-date informa- 
tion as to what may have occasioned the disturb- 
ing market action of certain shares are naturally 
perplexed about whether they should sell out, sit 
tight or average up. While variations in individual 
investor circumstances and programs preclude the 
use of rigid yardsticks applicable to everyone, an 
analysis of some of these situations should assist 
in coming to definite conclusions as to future action. 


Air Reduction Company 


The shares of this prominent industrial gas man- 
ufacturer have been hovering around 255% recently, 
only about half a point above their low for the cur- 
rent year. This compares with a 1947 range of high 
—38%,, low—2512 and a range in 1936 of 8614-58. 
Since then quotations have intermittently receded 
to the current level. Since net earnings have been 
stable on the whole, dividends have been paid with- 
out a break from 1917, and the company’s financial 
status is exceptionally strong, it is small wonder 
that some shareholders have expressed apprehen- 
sion over the market action of this stock. 

Reassurance is provided by a study of the funda- 
mentals of Air Reduction and a realization of the 
important part played by current yields in determin- 
ing share prices. In the first postwar year, net 
earnings of this concern receded rather significantly 
from fiush wartime levels and as the management 
planned a $25 million expansion program, the divi- 
dend was reduced to $1.75 per share in 1946 from 
$2 paid in the previous five years. Although 1947 
sales and earnings developed substantial improve- 
ment, the management considered it wise to retain 
an even larger part of earnings to further the ex- 
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pansion and modernization program, and conse- 
quently cut quarterly dividends to 25 cents per 
share. During the first two quarters of 1948 this 
rate has remained unchanged. It should be realized 
that on this basis the shares around 2214 provide 
a yield of only 4.45%, not far out of line with that 
now available from other good equities. 

As for fundamentals, Air Reduction along with 
Union Carbide & Carbon Corporation supplies most 
of the industrial gases used in the economy. While 
electric welding has provided increasingly heavy 
competion for oxygen and acetylene gases, markets 
for the latter have been broadened during the cur- 
rent industrial boom. Another product, dry ice, 
enjoys a substantial uptrend in demand and the 
production of low purity oxygen for steel produc- 
tion promises to revolutionize operations in that 
industry. 

Air Reduction’s sizable expansion program indi- 
cates confidence by the management that demand 
will absorb the increased output and swell earnings 
satisfactorily. Reported net earnings of 50 cents 
per share in the March quarter promise stability 
for the 25 cents quarterly dividend, with good pros- 
pects of improvement in due course when facilities 
now under construction become productive. In our 
opinion the shares warrant retention, or averaging 
with proper timing, in view of indicated apprecia- 
tion potentials over the medium term. 


Swift International Company, Ltd. 


While the price of Swift International shares, 
recently at 15%, is slightly above the low of 14%, 
for 1948, the current quotation is far lower than 
any recorded in the 1934-47 period. Back of this 
price weakness has been an announcement by the 
company’s president that operations early this year 
were unprofitable, and that difficulties over exchange 
regulations had forced an interruption in dividends 
for the first time since 1919. Accounting for these 
adverse factors is the serious handicap of an Amer- 
ican concern trying to conduct business under the 
restrictive influence of a government controlled 
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Pertinent Statistical Data 
































Net Per Share Divs. Per Share Div. Recent Range 
1946 1947 ——Interim Reports——— 1946 1947 Yield* Price 1948 
| Air Reduction $1.66 $2.08 3 mos. March 31 $ .50 $1.75 $1.00 45% $22 27%-22'/ 
| New York Central def 1.62 36 5mos.May3! _def.47 1.00 Nil 18 18'/2-12'/ 
| Swift International . 3.68 b 1.86b = vetoes 1.60 1.60 10.0 16 22-1474 | 
| Twentieth Century-Fox . 2 eee 7.90 48) 3mos.March27 _1.00 4.00 3.00 14.3 19 2554-19 
U.S. Lines 4.92 6.79 3 mos. March 31 19 100 -2.12¢ 12.4 16 








*—Based on 1947 dividends. 
b—lIn U. S. dollars. 








j 211/4-15% 
c—Plus 10% stock dividend. 











economy. In Argentina wages have been forced 
sharply upwards though no price adjustments have 
been permitted. At the same time the efficiency of 
labor has deteriorated. Finally, the dollar resources 
of Argentina have diminished to a point where 
the central bank has imposed stiff rules that pre- 
clude the transfer of dividends in dollar exchange, 
at least for the time being. Though the long term 
record of Swift International has been excellent, it 
seems to us that until the political and economic 
situation in Argentina is improved, investors in 
retaining these shares are exposed to a consider- 
able gamble. 


Twentieth Century-Fox Film Corporation 


A $10.5 million decline in gross revenues in 1947 
sharply reduced net earnings of this concern com- 
pared with the previous year. In reflection of this 
adverse showing, characteristic of the entire mov- 
ing picture industry, the company’s shares declined 
from their 1947 high of 38%, to a low of 19 recently, 
from which level a rebound to around 2014 has 
occurred. As a result of lower earnings, dividends 
have been reduced to 50 cents per share quarterly 
compared with the 1947 quarterly rate of 75 cents. 
Last year’s drop in gross revenues was caused by a 
$5.65 million decline in theatre revenues and a 
$4.35 million reduction in film rentals from foreign 
sources, chiefly the United Kingdom. Then operat- 
ing margins were squeezed by rising costs and 
depreciation of expensive pictures produced the 
previous year. 1947 net earnings per share of $4.81 
contrasted with $7.90 reported the year before. 

There is an encouraging side of this picture, 
though. For many months past, Twentieth Century- 
Fox has been taking steps to cut drastically operat- 
ing expenses, with the prospect of substantially 
lowering depreciation on numerous forthcoming pic- 
tures. While net earnings for the quarter ended 
March 27 were only $1 per share, they covered the 
dividend twice over and the management seems 
confident that from now on an uptrend in earn- 
ings should be expected. The company’s financial 
position is very strong indeed and it has only par- 
tially drawn upon a $25 million credit arranged to 
assure modernization and improvement plans. After 
weighing all the factors, it appears that these shares 
have considerable speculative merit around recent 
levels. 

United States Lines Company 


Shareholders in this leading domestic steamship 
line have expressed anxiety over the recent market 
behavior of the stock, of late close to the low for 
the current year to date. At around 16, the shares 
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are about 8 points below their 1947 high of 243%. 
This action has been puzzling in view of the man- 
agement’s prediction that maintenance of the an- 
nual $2.50 per share dividend rate is probable. But 
net earnings in the 1948 March quarter dropped 
to 19 cents per share, though this did not include 
substantial subsidy payments that may be granted 
by the Government in due course. 

First half year revenues are expected to reflect 
a lull in freight shipments to Europe, but this should 
be overcome by rapidly enpanding cargoes in con- 
nection with ERP. The company’s liners are fully 
booked for the summer and fall, while six Victory 
type ships have been added to the company’s large 
cargo fleet in anticipation of heavier demand for 
freight space. The strong reliance of American 
shiplines upon subsidies is not a favorable factor, 
but in view of the Defense Program, Congress seems 
certain to be generous. The shares have a measure 
of speculative attraction, although prior to the war, 
they would have been considered amply priced at 
recent levels. And foreign competition is going to 
be keener than ever. 


New York Central Railroad Company 


There is nothing unusual about our flow of in- 
quiries about New York Central shares, for specu- 
lation is always rife as to the outlook for these 
equities. But a decline in price from a high of 
223% in 1947 to around 12 earlier this year and 
a current rise to only above 16 appears to have 
stirred up some apprehension. Hopes of stockholders 
were buoyed when 1947 net earnings rose to a 
modest 36 per share compared with a deficit of 
$1.62 for 1946, but were somewhat dashed when 
during the first four months of 1948, a deficit of 
75 cents per share was reported. Severe weather 
and the coal strike largely accounted for this poor 
showing. 

The management is optimistic enough to expect 
the recent increase in rates and well sustained 
traffic volume to overcome early losses and to push 
net earnings for the full year up to a level slightly 
above 1947. Since the railroad has been spending 
tremendous sums for new equipment, improved effi- 
ciency eventually may bring net earnings to a sig- 
nificantly higher level, but during a _ reasonable 
period ahead the outlook for a resumption of divi- 
dends is dim. As a purely speculative medium these 
shares are very popular, but since their market 
status is influenced mainly by psychological factors 
and variations in general market conditions, it is 
difficult to appraise their potential price behavior. 
Based on fundamentals, however, there seems to be 
room for appreciation over the longer term. 
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| position over the medium term. wel 
It has been made pretty clear We have previously forecast an It could do so either by advanc- the! 
| that in the summer of 1948 in- increase in the $3 General Motors ing more than the industrial ($2 
vestors by and large do not have dividend. The chances are that it average or declining less. This well 
enough confidence to go for stocks will come early in August and column regards it as a conserva- atol 
around or above the 190 level for that the new basis will be $4 a tive buy in market recessions. tior 
the Dow-Jones industrial aver- year, still decidedly conservative radi 
age. Despite the latest market relative to present earning power. L m1st 
break, it may now be demon- Assuming $4, the yield offered at seal two 
strated that investors are not the market price prevailing as pecl 
willing to do too much selling in this is written is about 6.7%. Lerner Stores is outstanding in the 
a soft market. Barring war, General Motors does not operate several respects. First, it had gres 
which inevitably would produce in a stable industry, yet is a bet- _ record high profit of $3.70 a share pat 
a bear market, very likely this is ter income producer than you last year, a sizeable gain over stan 
still a trading range market not might imagine. It has paid un- 1946, whereas retail earnings on on 1 
much different from that of broken dividends since 1917; the — the whole saw their peak in 1946. 1947 
October, 1946, to May, 1948, de- smallest payments were $1.25 in Second, sales gains so far this the | 
spite the Dow-Theory bull-market the Big Depression and $1.50 in year (about 18%) are above the 15d. 
“signal” that was given on the 1938; the average payments of average for this field, which is pany 
good May performance. Let us the prewar period 1936-1939 | women’s and children’s apparel. ings 
not complain. There is no lack of were $3.31 a share; and the aver- Third, profits will show another year 
opportunity in a trading-range age for the last 12 yearshas been excellent gain this year, prob- good 
market, although you have to be $3, or the present rate. This ably rising to the vicinity of year 
both more nimble and more selec- record makes a 6.7% yielda great $4.50 a share, whereas retail in st 
tive than in a bull market. Also deal more attractive than it would earnings as a whole figure to year 
it calls for more limited objectives. otherwise be. The stock will prob- _ differ little from those of 1947. aroul 
In reflection of these things the 1946 
itis stock rose this year from a low A €01 
of 16% to a recent high of 2614, mark 
INCREASES SHOW NT EAR EPORTS a performance far superior to 
mesma latices acassiesiaiins 1948 1947 those of both the retail group and Movi 
American Tel. & Tel. .ccccsccscsccccsssssssese May 31 quer. $2.77. $1.22 the general market. It is around 
Collins & Atma ooo... cceceeceeseesseeeeceeee May 31 quar. 65 43 23 as this is written, yielding 
POTION ODD o5i55.5. 256.055 005c0.crsnevenserse 6 mos. June 30 2.40 -68 about 6.5% on the well-covered Sp 
OT PDR 052500000050 000000500rckeessseecssoves 6 mos. June 30 1.23 - 67 $1.50 dividend rate. This chain must 
General Electric .......cecceccessescscsssseeeneveen 6 mos. June 30 1.89 1.48 has had a remarkable growth, in- % his 
General Time Instruments.......................... 24 weeks June 12 4.48 2.56 creasing sales about six-fold and re 
ROMNEY, TINS Re aisovseccncsensesacccseosncoossssosseseonsre 6 mos. June 30 3.64 2.74 net income about four-fold since tainly 
Mathieson Chemical ............................:000+ June 30 quar. 1.24 -93 1929; and expansion is continu- theat: 
Southern New England Tel........................ 6 mos. June 30 4.40 2.07 ing, especially in the promising | &!ns 
Standard Steel Spring..........................:0006 June 30 quar. -70 -40 children s apparel field. The man- hiheg | 
agement is regarded as excellent, Is be 
7 and the record makes that some- | Most 
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thing more than a matter of 
opinion. Selling at about 5 times 
earnings and with favorable near 
term and long term prospects, the 
stock shapes up as a good buy for 
appreciation, especially if pur- 
chased in periods of general 
market weakness. 


Philco 


We have expressed the opinion 
here before that Philco probably 
would be one of the leaders in 
manufacture of television sets as 
it has long been in radio. Its tele- 
vision output in June reached an 
annual rate of over 200,000 sets; 
and the management is aiming at 
— and most likely will reach — 
an output rate of 400,000 a year 
by the end of 1948. It may be 
interesting to note that the na- 
tional output in 1947 was only 
180,000 sets. The industry-wide 
total for 1948 is estimated at 
about 700,000 units, and this may 
well jump to 1,500,000 units, or 
thereabouts, in 1949. Philco sales 
($226.5 million last year) are 
well diversified between refriger- 
ators, food freezers, air condi- 
tioners, radio - phonographs, 
radios,television sets and lesser 
miscellaneous items. There are 
two things which this column es- 
pecially likes about Philco. First, 
the management is able and pro- 
gressive, never inclined to stand 
pat on past achievement. For in- 
stance, it spent over $4,000,000 
on research and engineering in 
1947. Second, sizable amounts of 
the stock are owned by each of 
15 directors, all of whom are com- 
pany executives. The 1948 earn- 
ings probably will exceed last 
year’s record $6.19 a share by a 
goodly margin. Dividends last 
year were $2.00 in cash and 5% 
in stock. The stock’s range this 
year has been 4514-28 and it is 
around 39 at this writing. The 
1946 bull market high was 47. 
A continuing better-than-average 
market performance is likely. 


Movies 


Speaking of television, one 
must wonder about the movies. 
This fast-growing new form of 
home entertainment must cer- 
tainly promise to cut into film 
theatre patronage. The threat be- 
gins to become effective at the 
very time that the movie industry 
is beset with other problems, 
most notably the sharp curtail- 
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ment in foreign revenues and the 
apparent necessity of divorcing 
film production from _ theatre 
ownership under fire of Govern- 
ment anti-trust procedure. It was 
well known that the earnings 
trend is adverse, yet the recent 
poor Loew’s report shocked the 
market. The drastic economies be- 
ing instituted in Hollywood may 
check this trend but significant 
profit improvement before 1949 
is unlikely. Paramount might 
eventually get some offset out of 
television, as it is a large stock- 
holder in Dumont Laboratories, 
but earnings of the latter are 
still rather modest and no divi- 
dends have been paid. The movie 
stocks are already seriously de- 
pressed. They may or may not 
have about discounted the worst. 
Certainly potentialities for appre- 
ciation, at least for a considerable 
time to come, must be rated as 
below average. 


Confirmation 


A fortnight ago this column 
took a mildly skeptical view of 
the prospect for a continuing 
residential building boom. At 
least some confirmatory evidence 
is now beginning to appear. Sales 
of some building materials are 
flattening out or easing off, in- 
dicating pretty well filled pipe 
lines and some sporadic over- 
stocking of dealers. On an aver- 
age, the housing situation is still 
tight but it is progressively be- 
coming less so. According to a 
recently completed survey by the 
National Association of Real 
Estate Boards: in a fourth of the 
communities the supply of single- 
family houses has caught up with 
demand; apartments are in ade- 
quate supply in roughly one 
eighth of the communities, 
against almost none in the fore- 
part of last year; and in nearly 


two thirds of the localities houses 
ten years old, or older, now are 
priced lower than they were a 
year . ago. Residential building 
may well be at its peak, and 
rounding off. Volume could remain 
high for some additional months, 
then slump. The building stocks 
could be well down in the market 
before the published figures on 
contract awards, housing starts 
and _sales-profits of materials 
manufactures become adverse. 


Consumer Credit 


Relative to disposable income, 
total consumer credit is still at a 
moderate level; and that part of 
it representing “buying on time” 
is still under the prewar peak 
even on an absolute basis. An 
entirely safe prediction is that it 
will expand further, that 1948 
earnings of installment finance 
companies will be sharply higher 
than those of last year, and that 
1949 earnings will improve on 
1948. In the first 1948 quarter, 
Commercial Credit earned $1.51 
a share, against 66 cents for the 
like 1947 period. With progres- 
sive improvement likely, profit 
for the full year might closely 
approach the prewar peak of 
$7.10 a share in 1937, despite in- 
creased bank competition in the 
financing field. The $2.60 dividend 
rate, which yields about 5.3% at 
the stocks current price, is sub- 
ject to increase. From 1937 to 
1943 dividends ranged between 
$5.50 and $3.00. This year CIT 
Financial: will about double last 
year’s profit of $2.03 a share and 
could easily increase its $2 divi- 
dend rate. The company is less 
advanced in its earnings recovery 
than Commercial Credit. Of the 
two stocks, the column prefers 
the latter. 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
Amalge-nated Leather ........:...0.5.-:..0552...25. 6 mos. June 30 $ .59 $ .90 
rw Ge IN os 5 0 esis ses Scns cisssédeesees 6 mos. May 31 2.38 3.07 
General Tire & Rubber...........................64 6 mos. May 31 2.46 4.06 
EUR MR ocak sc ico ca sannccasacnececeacsenstbanacesana 9 mos. June 30 74 2.29 
MU UNONRN G ois oisens sca ciescincsccensccncsceecs 6 mos. May 31 2.04 2.42 
ISIE QORNINE coc caccscciceatesscsa cols nancsevssntenanegs 24 weeks June 31 2.93 3.16 
Public Service of N. H..................cc0ccceceeees 6 mos. June 30 1.06 1.53 
a oe en ee 5 mos. May 31 def. .08 1.11 
St. Louis San Francisco Ry. .................0006+ 5 mos. May 31 3.07 3.32 
GMMNNNRE MEGIEMNEO co cacocsscoceacetacchcscacaGecsishuee<cees 12 mos. May 31 2.10 2.58 
*Class A 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 
1 


- Giveall necessary facts, but be brief. : 
2. Confine your requests to three listed securities at reasonable intervals. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Continental Motors Corporation 


Please advise on recent earnings, 
working capital and order backlog of 
Continental Motors Corporation. 


D.B., Reno, Nevada 


Continental Motors Corporation 
and subsidiaries for the six 
months ended April 30, 1948, sub- 
ject to audit and year-end adjust- 
ment, show net profit of $1,724,- 
411, or 57c per share after provi- 
sion for income taxes and income 
applicable to minority stock- 
holders of Wisconsin Motor Cor- 
poration, whose financial results 
are consolidated for the first time. 
Sales for the six months were $57,- 
054,547, and net working capital 
on April 30, 1948, including cash 
of $8,893,819, was $19,830,210. 
Due to the difference heretofore 
in fiscal years of Continental 
Motors and its Wisconsin Motors 
subsidiary, comparative figures 
for the like period last year are 
not available. 


In general, production has been 
on a more satisfactory basis since 
the present fiscal year began last 
November 1. Demand for Conti- 
nental engines continues at a high 
level, resulting in maintenance of 
six-day week in most divisions, 
with some bottle neck depart- 
ments operating seven days. 


Shipments of automotive and 
industrial engies, which account 
for approximately 60 percent of 
Continental’s sales, last year were 
46 percent larger in the first seven 
months of the 1948 fiscal year than 
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a year ago. Airplane engine ship- 
ments have started to improve 
recently, with May volume 63 per- 
cent ahead of April, and 40 per- 
cent in excess of the seven months’ 
average. Marine engine shipments 
since January 1,1948 have slightly 
exceeded those of a year ago. Wis- 
consin Motor shipments, which 
had been on a uniformly high level 
for many months, were 5 percent 
greater in the first seven months 
of the current year than in the like 
period last year. 


Recently Continental has intro- 
duced its first war end product, a 
portable power source marketed 
under the trade name “Multi- 
Tool.” This is a further step in the 
goal of broadening diversification 
of products. Company is partici- 
pating in our national rearma- 
ment program, particularly the 
airplane engine division should 
benefit from the purchase of the 
light planes by the military serv- 
ices for training and other pur- 
poses. Unfilled orders of Continen- 
tal Motors Corporation and con- 
solidated subsidiaries amounted to 
approximately $80,000,000 on 
June 1, 1948 and therefore busi- 
tess volume is expected to con- 
tinue at a high level throughout 
the balance of the current fiscal 
year. 


U. S. Industrial Chemicals, Inc. 


J hear that earnings of U. S. Indus- 
trial Chemicals, Inc. declined somewhat 
in the past fiscal year. Please advise the 
reason for this decline and also expan- 


sion plan program of the company. 
B.M., Macon, Ga. 


Sales of U. S. Industrial Chemi- 
cals, Inc., and subsidiaries during 
the fiscal year ended March 31, 
1948, reached the record total of 
$73,287,210, an increase of $3,- 
581,061 from the preceding twelve 
months. 


Net income for the past year, 
however, declined to $2,647,861, 
or $5.30 a common share, after 
restoration of $500,000 from the 
reserve for contingencies. In the 
previous fiscal year, net income 
was $3,589,139, or $7.19 a common 
share. 


During the year, severe short- 
ages of raw materials, notably mo- 
lasses, methanol and phthalic an- 
hydride, reduced the unit volume 
of sales below the previous year’s 
level. The greater dollar volume of 
sales was the result of upward 
price adjustments and in many 
lines, necessitated by continued 
increases in the costs of raw ma- 
terials and the attendant increases 
in the cost of production, and in 
selling and administrative ex- 
penses. The effort of the company 
to combat inflationary trends by 
absorbing these additional costs as 
they developed is evidenced by the 
reduced margin of gross profit and 
net earnings for the year, as com- 
pared with last year. 


During the ensuing fiscal year, 
the company contemplates expen- 
ditures of about $7,000,000 for 
plant expansion. The major proj- 
ects for 1948 include a new chemi- 
cal plant at Brownsville, Texas, 
and a new storage and handling 
facilities at Garden City, Kansas, 
both to be constructed for the 
handling and conversion of the 
synthetic chemicals to be pur- 
chased under the company’s con- 
tract with Stanolind Oil and Gas 
Company. Because of the present 
high level of building costs, all but 
the most essential construction 
has been deferred. 
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Keeping Adbreaat of Judustriial 


Western Union Telegraph Company has developed 
a facsimile telegraph sender and receiver which will 
greatly increase the speed of telegrams and cut oper- 
ating costs. With the new device, the sender of a tele- 
gram may write his message in long hand or type it 
on sensitized paper; this is then fed into the sending 
machine which causes the receiving machine to create 
an exact pictorial reproduction of the message. One 
machine performs both functions. It enables messages 


‘to be sent from New York to San Francisco in ten 
/ minutes. 


Discovery of a new use for sour-milk acid, which 
‘enables waste farm products to be put to work in the 
‘} manufacture of plastics, has been reported to the 
American Chemical Society. This advance, besides 
providing a new outlet for agricultural wastes, will 
ease the drain on the heavily burdened petroleum 
chemicals industry, as the new materials will take the 
place of chemicals made from oils. 


Before very long, the American housewife will be 
able to purchase everything from meat to furniture 
prepackaged, unhandled and factory fresh. Typical of 
the trend toward prepackaging is the transparent film 
which remains wrapped around foods even while they 
are being cooked. The wrapping also keeps the eater’s 
hands clean and prevents any of the filling from drip- 
ping on his clothes, the Shellmar Products Corpora- 
tion, maker of the bags, points out. 


The Reynolds Metals Company calls attention to 
the fact that the aluminum industry is currently ship- 
ping more than two billion pounds a year. Since the 
aviation industry and the armed forces have taken 
comparatively little aluminum since the end of the 
war, the current record-breaking shipments are going 
Into markets developed within the past two years or 
into uses which existed before the war. Today’s ship- 
ments are more than seven times the average con- 
sumption before the war. 


The building industry has constructed more than 
250,000 new non-residential buildings during the last 
year, in addition to starting nearly 900,000 dwelling 
units of all kinds. Included in the total are 3,000 
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churches, 2,800 schools and libraries, 43,000 stores 
and warehouses, 13,000 factories and workshops, 
3,200 office buildings, 6,000 public garages and auto- 

obile sales places, 145,000 private garages and 
sheds, 4,000 service stations, and nearly 800 hospitals 
and other institutional buildings. 


A circular saw attachment recently introduced by 
raham-Paige Motors for its rototiller farm machine 
an be used to fell trees, cut them into logs, and, with 
an ge alas saw table, saw them into cordwood 
ength. 


A new type of floor covering for automobiles that 
an be formed on one piece and used without binding 
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has been developed by the United States Rubber Com- 
pany. It is non-slip, and can be swept, vacuum cleaned 
or washed. Known as Velvomat, the material is avail- 
able in various thicknesses, colors and patterns. Of 
great durability, it is believed that it can bring greater 
safety on inclined walkways, stairways and in lobbies, 
corridors and before elevators and other entrances. 

The Bell Telephone System has installed its 30 
millionth telephone in the home of a purple heart vet- 
eran in Marshalltown, Iowa. This installation came 72 
years after Alexander Graham Bell perfected his in- 
vention. It took the Bell system more than 45 years 
to attain its first 10 million telephones, not quite 20 
years for the next 10 million, and less than 6 years for 
the third 10 million. There are now 36,500,000 tele- 
phones in the United States, 6,500,000 of which are 
served by the nation’s independently-owned telephone 
companies. 


A new “sacrificial” metal that rusts itself com- 
pletely away to protect other metal from rust has been 
revealed by the Dow Chemical Company. The protec- 
tion against rust is applied to all metal underground 
or under water. Pointing out that corrosion of such 
metal runs into billions of dollars yearly, the company 
states that new metal can plug much of the loss, since 
its base, magnesium, is claimed to be three times more 
potent in resisting rust than any other metal. 


The Southern Pacific Company has ordered ninety- 
five Diesel-electric locomotives, costing about $25,- 
000,000. Thirty 6,000 horsepower freight locomotives 
and forty 1,000-horsepower switch engines will be 
built by the electromotive division of the General 
Motors Corporation; fifteen 1,500-horsepower en- 
gines for use as switchers or on the main line will be 
constructed by the Baldwin Locomotive Works; and 
ten 70-ton switch engines will be built by the General 
Electric Company. Deliveries are expected to start by 
the end of this year. 


The purchase of one of the largest corn and pea can- 
neries in the mid-West has been announced by Libby, 
McNeill & Libby. The plant is at Rochester, Minne- 
sota. This addition to the Libby chain of plants was 
made to meet the company’s expanded requirements 
in corn, peas, and other vegetables. The Rochester 
area is regarded as one of the best in the U. S. for 
the growing of corn and peas. 


In the thirty months since the end of the war, the. 
automobile industry has built thirty-four new manu- 
facturing and assembly plants, all of which were 
major projects according to the Automobile Manu- 
facturers Association. There are now 113 new assem- 
bly plants in seventy-seven -cities of twenty-four 
states from coast to coast and border to border, with 
more plants due in the next few years. Economizing 
on freight costs is one of the main reasons for this 
broadening out. 
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Whats Ahead por Rees? 


By E. 


In our last issue, it was stated in this column that steel had 
once more become a key factor in the outlook. How much so, 
has meanwhile become apparent. Basic steel prices have been 
— lifted between $9 and $10 
a ton. Based on output of 
upwards of 60 million tons 
PER CAPITA BASIS | | of finished steel per year, 
M.W.S. INDEX =——4] | this could add half a billion 

dollars to steel users’ annual 
é costs. Additionally, the im- 
pact of higher basic prices 
is greatly intensified for 
many steel buyers because 
of the recent change in steel 
pricing methods. In extreme 
cases, the increase on that 
score alone runs from $5 to 
$10 a ton. Undoubtedly, the 
WEEKS effect of higher steel prod- 
ucts prices on consumer costs 
will be immediate and 
severe. 

Also, there may be criti- 
cism and political repercus- 
sions. More than usual inter- 
est may be attached to sec- 
ond quarter steel company 
earnings. But above all, in- 
flation has been greatly 
stimulated, a topic that the 
reconvened Congress is likely 
to discuss at some length. 
Already one hears of a new 
twist on price controls, re- 
portedly bruited about by 
presidential advisers: The 
automatic imposition of an 
excess profits tax on any 
major producer who raises 
his prices. 

Discussed as an alterna- 
tive to resurrection of un- 
popular price ceilings, this at 
present is no more than an 
idea, and probably a highly 
impractical one. Yet it ex- 
prin why businessmen 

ave been unpleasantly sur- 
prised by the President’s ac- 
tion of recalling Congress. It 
-_ spells uncertainty, and un- 
Va certainty is the enemy of 
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stability, quite apart from the unsettling effects of supercharged 
political bickering over vital economic issues. 

Moreover, Democratic talk about reimposition of price 
controls, in one form or another, is no real incentive to sus- 
tained efforts to hold the price line. For this reason alone, for 
instance, manufacturers will be quick in raising selling prices 


to offset higher steel costs. And that in turn is bound to | 


intensify consumer price resistance, already quite noticeable 
even in durable goods lines. 


Clouds on the Horizon 


The consumer squeeze stemming from the third round | 


wage-price spiral is only one cloud on the business horizon. 
Others have lately appeared, no bigger than a hand, to be 
true, but jointly of sufficient potentiality to temper optimism 
over the intermediate term business outlook. Hence they bear 
watching, though they will hardly become important until 
next year, 

One is that capital spending by industry is definitely slow- 
ing down. The 2 a postwar rise of ae expenditures has 
flattened out and current spending plans are below esti- 
mates and indications available calor this year. Other mis- 
givings revolve around politics. A Republican administra- 
tion, if we'll have one next year, must at least to some 
extent move in the direction of Government economy, the 
very thing the Republicans have been preaching so long. 
If Federal spending is cut even modestly, and such curtail- 
ment coincides with declining capital expansion and mount- 
ing consumer price resistance, it would not be exactly healthy 
for our present boom, though it might otherwise be a good 
thing. It is of course difficult to visualize any substantial 
paring of Government expenditures but something along 
these lines might eventuate. 


War is Bearish 


Another thought injecting caution is that if the Berlin crisis 
should ultimately lead to war, it would hardly be bullish for 
business. No future war can be bullish, from whatever angle 
such a contingency, or tragedy, is viewed. It would mean 
complete controls over business, stiff taxes, a wholly regi- 
mented economy—not a chance of repetition of high wartime 
corporate profits. In other words, war would be bearish, thus 
anything tending towards war such as deterioration of the 
Berlin situation is apt to create caution, if not jitters. .- 

Thoughts like these doubtless figured prominently in the 
latest stock market break. While the market may rebound, 
they will linger in the minds of businessmen trying to ap- 
praise the future, despite the fact that business as a whole 
promises to boom along at the present high rate for at leas 
the remainder of the year. 
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MONEY AND CREDIT—After holding for nine weeks within 
a narrow trading range around the recovery highs, common 
stock averages during the week ended July 16 broke to the 
lowest level in 10 weeks. Traders, and even investors, were 
perturbed by the Berlin crisis and the surprise call for an extra 
session of Congress. Bonds and bank stocks generally regis- 
tered relatively minor declines. Treasury Secretary Snyder 
urges the banks to step up their voluntary efforts to prevent 
unsound expansion of credit. President Truman is expected to 
ask the reconvened 80th Congress to authorize Government 
controls over inflation. 


TRADE—Department store sales in the fortnight ended June 
10 were 12% above last year, compared with a cumulative 
gain of only 7% for the year to date. Thus far there is little 
factual evidence of the much publicized prospects of consumer 
resistance to high and rising prices; though pre-war seasonal 
patterns have returned in a few soft goods industries. 


INDUSTRY—Business activity during the fortnight ended June 
10 dipped about 1!/2%, to a level slightly less than 6% above 
last year. Construction activity holds at boom levels; but build- 
ing permits are falling off owing to tightness in mortgage 
money which Congress may do something about if the atmos- 
pheric and political heat in Washington does not force a too 
speedy adjournment. Expenditures for new plant and equip- 
ment during the third quarter are expected to run about 10%, 
ahead of last year, which does not indicate an early business 
depression. Rising wages and other costs are forcing another 
eruption of prices. Farm products, however, are not pacing the 
price advance, as they did during the war and early post-war 
period, The most notable price increases this time are in such 
products as coal, steel, rayon and cigarettes. To raise or not 
to raise prices is a knotty problem not yet solved by the crude 
oil and non-ferrous metals industries. Civilian employment has 
risen to a new all-time high with the influx of students into the 
labor market; though agricultural employment, thanks to rapid 
post-war mechanization of farming, is well below last year. 


COMMODITIES—Farm products prices eased off somewhat 
during the past fortnight under the influence of favorable 
weather conditions in Europe and prospects of record, or near 
record, yields at home. For the most part, spot prices were 
weaker than futures which, in a number Jawan are already 
bumping Government support levels. 





oO 


Summer vacations and the strike at captive coal mines, since 
called off, were mainly responsible for a dip of 11% in the 
Nation’s physical volume of Business Activity during the 
fortnight ended June 10, to a level slightly less than 6°%/, above 
the like time last year—about the same increase as the first 


half averaged. 
* * & 


This publication's Business Index for June rose to 190.9%, 
of the 1935-9 average, from189.3 in May, indicating an in- 
crease of 6.5%, over June, 1947. Average for the second 
quarter was 188.3, compared with 188.2 for the first quarter, 
and 179.2 in the second quarter of last year. Average for the 
first half of the current year was 188.2, against last year’s 
180.7 in the second half and 178.0 for the first half. 

*. € ¢@ 
On a Per Capita Basis, our Business Index in June rose to 
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169.1% of the 1935-9 average, from 168.4 in May, showing 
an increase of 7.8 points over June, 1947. Second quarter 
averaged 167.3, compared with 167.5 for the first —— and 
160.6 for last year’s second quarter. Average for the first half 
was 167.4, against last year’s 162.5 in the second half and 
161.3 for the first half. 


Department Store Sales in the week ended July 3 spurted 
to 28% above the like week last year, which had one less 
trading day on account of the July 4 holiday. For the reverse 
reason, sales in the week ended July 10 dipped to 4% below 
last year. Thus the average increase for two weeks was 12%, 
compared with a cumulative gain of only 7% for the year to 


date. 
* * * 


Department store Inventories at the end of May were 
17%, higher in retail value than a year earlier and 95%, above 
the 1935-9 average. Since retail prices at the end of May 
averaged 93%, higher than during the 1935-9 period, but 
were only 9°% above a year earlier, it seems that the actual 
quantity of merchandise in stock now is about the same as 
pre-war, but something over 7%, greater than a year ago. 

‘i - 

Expansion of inventories is not always indicative of Con- 
sumer Resistance. It may also point to inventory specula- 
tion in times of rising prices, or a miscalculation of what the 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 

MILITARY EXPENDITURES—$b (e) June 1.12 1.04 1.50 1.55 (Continued from page 449 
Cumulative from mid-1940__...__. | June 369.2 368.1 356.4 13.8 demand for goods will be several months 

after orders are placed. Of recent months, 

FEDERAL GROSS DEBT—$b July 14 252.8 251.9 258.2 55.2 however, scattered consumer resistance to 

rising prices has been developing, particu- 

MONEY SUPPLY—$b ° ° fe ee 
Demand ome Centers... |_ July 7 46.2 46.4 46.5 26.1 larly ‘h certain _— ip ne Yet gi 

in Circulati July 14 28.1 279 28.3 10.7 costs 1ave just orced an a tional ad- 
oe * vance in Rayon prices. 
, *£« @ 

BANK DEBITS—13-Week Avge. " 

New York City—$b 4 July 7 es2 887.48 © 426: | _On the other hand, pick-up has been 
noted in recent months in demand for 
Biter —————— ae 2.24 12.29 10.90 7-0 | Woolen Goods. While production during 

PERSCNAL INCOMES—$b (cd3) April 209.1 207.7 2189.4 + +102.0 | the first quarter was 7% smaller than for 
Salaries and Wages...____ | April 127.6 1282 17.7 66.2 the like period last year, the backlog of un- 
Puopiicton’ Incomes —__ ___ | April 53.7 51.5 46.5 22.8 | filled orders at the opening of the second 
Interest and Dividends. April 16.1 16.0 14.3 10.0 | quarter was 20% larger than a year earlier. 
Teonsfer Payments ———.. one ied sag weap During a period of prosperity such as we 

(INCOME FROM AGRICULTURE) ai i 10.1 | are now enjoying, there is no such thing as 

CIVILIAN EMPLOYMENT—m (cb) vane 613 58.7 60.1 51.8 |an overall lack of buying power. A little 
Aagitedted Genptepnnet-tebe)._. | dune 9.4 79 10.4 8.8 recognized fact is that the very process of 

Eunloyess; Mausacuing (th)... | Mey 15.8 15.9 15.6 13. | production generates, over a sufficiently 
Employees, Government (Ib)... | May 5.6 5.6 5.5 4.6 wide area and period of time, enough pur- 

UNEMPLOYMENT—m (cb) nel 22 1.8 26 3.8 chasing power to absorb all goods and 

services produced. At such times, the much 

FACTORY EMPLOYMENT (1b4) May 155 156 156 47 publicized scattered instances of consumer 
Durable Goods May 183 185 182 175 resistance merely indicate a more or less 
Non-Durable Goods ______.___. | May 133 133 132 123 transient Shifting of Demand from one 

FACTORY PAYROLLS (1b4) April 346 358 318 98 line of goods to gnother. 

* 

FACTORY HOURS & WAGES (1b) A typical example of this is seen in the 
Weekly Hours May 39.9 40.0 40.1 40.3 | Radio-Television field. Radio makers ex- 
Hourly Wage (cents)... | May 129.9 129.1 120.7 78.1 | pect to turn out 25% fewer receiving sets 
Weekly Wage ($)_..._-___ | May 51.89 51.58 48.44 32.79 | this year than last, and even 6%, fewer than 

in 1946. This is the result of a shifting of de- 

PRICES—Wholesale (1b2) July 10 166.8 166.7 148.3 92.5 mand to television sets, of which 600,000 to 
Retail (cdlb) April 190.8 188.6 = '177.2_——*1162 | 750,000 are expected to be produced this 

COST OF LIVING (1b3) May 170.5 169.3 156.0 110.2 | Year and perhaps double this number next 
Food May 210.9 207.9 1876 3.1 | Yer id dali baad 
Clothing May 197.5 1964 185.0 113.8 Along the industrial front, Price Ad- 
Rent May 116.5 116.3 109.2 = 107.8 sen edge — prospective, are mak- 

ing headlines. Higher freight rates, wages 

RETAIL TRADE—$b ° 
Retail Store Sales (ed)______ | May 10.67 1061 1002 472 |and a ea a coal — steel 

Durable Goods _._____ | May 2.69 283 2.44 4.14 eee me geri on Spee ae. 
Non-Durable Goods May 798 7.78 758 3.58 hi tg peel peg not be surprised if 
Dep't Store Sales (mrb)i.. | May 0.82 0.80 0.77 049 |” ries cae na Psat thd ad- 
Retail Sales Credit, End Mo. (rb2). | May 6.53 6.39 4.75 5.46 er ee ve oe 
only 1% higher than in 1937; though taxes 

MANUFACTURERS’ have caused retail prices to rise. 

New Orders (cd2)—Total April 245 257 241 181 a 
Durable Goods April 296 314 279 221 The problem of whether to raise or not to 
Non-Durable Goods April 214 223 219 157 raise is rather perplexing in the case of 
Shipments (cd2)—Total_ ___. | April 321 327 299 184 Crude Oil. Here wages are not a major 
Redbie Mend: April 350 365 326 223 component of cost. It is merely a question 
Non-Durable Goods April 306 306 269 158 of what the traffic, or Congress, will bear. 
Up to present writing, demand for crude 

BUSNESS INVENTORIES, End Mo. has been so urgent that smaller indepen- 

Total—$b (cd) April 515 51.6 44.6 26.7 | dents are paying premiums. But for major 
Manufacturers’ April 29.1 29.1 25.8 15.2 | refiners to hike prices again, while profits 
Wholesalers’ April 8.1 8.2 6.8 4.3 | are running 100% ahead of last year, might 
Retailers’ April 14.3 14.3 12.0 7.2 | invite Government controls. To be sure, 

Dept. Store Stocks (mrb) April 2.41 2.37 2.06 1.4 | prices for refined products are already be- 

ing lifted; but in this instance, higher costs 

BUSINESS ACTIVITY —1—pc July 10 166.9 169.1 160.6 141.8 | enter the picture prominently. 

(M. W. S.)—I—np July 10 189.0 1909 1785 1465 x *  & 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 

INDUSTRIAL PROD.-—1—np (rb) April 192 188 185 174 The business world is not too pleased 
Mining April 163 147 15! 133 with the surprise call for an Extra Session 
Durable Goods, Mfr.______ | April 222 217 218 es of Congress. At best the summer season, 
Non-Durable Goods, Mfr.______._ |_ April 178 177 170 51 particularly Sn cn elmalion year, is not con- 

CARLOADINGS—t—Total July 10 756 757 807 833 ducive to well-thought-out legislation, and 
Manufactures & Miscellaneous... |_ July 10 315 382 370 379 the political heat generated by President 
Mdse. L. C. L. July 10 84 105 110 156 Truman's openly avowed contempt for Con- 
Grain July 10 63 61 70 43 gress in general, and Republicans in _ 

ELEC. POWER Output (Kw.H.)m July 10 4,760 5,166 4,530 3,267 ticular, is ed to brew a seething ho ge- 

podge of fillibusters, motions to adjourn, 

SOFT COAL, Prod. (st) m July 10 10.1 3.7 6.1 10.8 | ambiguous laws and vetoes. 

Cumulative from Jan, |__| July 10 295 285 318 446 ; ra * * 
Stocks, End. Mo May 40.0 34.4 50.2 61.8 Though time will be limited before the 

: d 80th C in ad 

. reconvene th Congress again adjourns, 
an dee wage a July 10 55 55 5.0 4 | there is a possibility that some action may 
anion aed eRe ~ | July 10 103 104 88 86 be taken to relieve the recently tightening 
Fuel Oil Stocks July 10 62 él 5| 94 supply of mortgage money for new Dwell- 
Heating Oil Stocks July 10 5| 48 . 43 55 ings. Otherwise the number of new private 

LUMBER, Prod. (bd. ft.) m July 10 342. -435.~«327,~«632~~*| ving quarters started this year may fall 

Stocks, End Mo. (bd. #t.) b April 5.8 5.6 5.2 12.6 | Short of earlier expectations. The situation 
: — — is fully discussed in the July 17 issue of The 
STEEL INGOT PROD. (st.) m June 7.26 7.56 6.95 6.96 Magazine of Wall Street. 
Cumulative from Jan. | S|s June 43.1 35.8 42.3 74.7 * * * 

ENGINEERING CONSTRUCTION Meanwhile, the exceptionally high rate 
AWARDS—$m (en) July 15 127 169 104 94 at which new housing is being completed 
Cumulative from Jan. |__| July 15 3.789 3,662 2,961 5,692 is helping to sustain the market for new 

MISCELLANEOUS eg a 
Paperboard, New Orders (st)t......... . | July 10 124 216 139 165 os 
Motor Vehicles, Factory Sales—t.._ | May 338 438 383 352 th _— a - a _ 
Pneumatic Casings Production—m...... April 6.6 6.9 8.3 4.0 b $4.6 bill al 8 INGICAICS hi 
Natural Rubber Consumption (It)t... May 52.7 50.6 43.0 54.3 a Dout $4.6 billion will be spent during t e 

Do., Synthetic Rubber... May 35.4 34.6 48.7 0.5 third quarter for New Plant and Equip- 
Anthracite Coal Production (st)m.. | May 4.9 4.4 45 3.8 ment, a 10% increase over last year. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I100), cd3—Commerce > 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in transit. mrb;—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands, 
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No. of r 1948 Ind (Nov. 14, 1936, Cl—100) High Low July? July 16 
Issues (1925 Close—100) High Low July9 July!6 | 100 HIGH PRICED STOCKS 91.84 75.27 90.84 ~—«~87.79 
312 COMBINED AVERAGE____._ 151.9 119.0 150.8 144.8 100 LOW PRICED STOCKS.__._ 182.86 §=:135.10 +=: 1181.03 173.84 
4 Agricultural Implements __. 240.1 178.8 240.1B 230.0 6 Investment Trusts... 72.6 50.0 68.6 65.0 
11 Aircraft (1927 Cl—100)_._ 191.1 134.3 183.5 185.1 3 Liquor (1927 Cl—100)__._ 842.7 637.7 748.5 749.3 
6 Air Lines (1934 Cl—100)_. 519.0 = 428.1 448.8  428.la 9 Machinery — = ———s«*'d~E9-«.5 136.8 169.6 161.4 
6A t 107.0 78.7 89.0 82.4 3 Mail Order CS 89.8 116.8 109.3 
13 Automobile Accessories ___._ 223.5 171.1 218.8 208.1 3 Meat Packing s—«*'' 2. 92.0 106.1 102.8 
12 Automobiles nem, | 31.4 40.0 37.1 13 Metals, non-Ferrous «1188.5 138.0 180.3 176.6 
3 Baking (1926 Cl—100).... 21.2 16.4 21.1 21.2A 4 Paper 48.7 34.1 45.6 44.1 
3 Business Machines ______. 296.1! 224.7 289.9 279.5 24 Petroleum __.__.______ 301.0 199.5 298.4 180.3 
2 Bus Lines (1926 Cl—100)_ 168.5 133.4 165.3 162.6 19 Public Utilities _... -_—S=—s—«*1124.9 97.8 124.1 119.1 
S Chemicals: 2. 2670 221.6 262.9 252.4 5 Radio (1927 Cl—I00).._.__ 30.6 17.8 30.6B 28.2 
2 Coal Mining: 2D 14.7 26.9B 25.3 8 Railroad Equipment 66.7 52.9 65.0 61.1 
4 Communication... 56.3 42.3 53.3 50.5 24 Reivoads: 20.5 30.3B 29.0 
14 Construction coeeOrr any | 56.6 68.6 65.2 3 Realty 27.1 21.1 25.3 24.4 
7 Conte itiers 2. SAE G 287.1 316.8 306.5 2 Shipbuilding eee | 102.8 129.0 127.1 
9 Copper & Brass sincere, WEEO 92.0 116.2 113.1 Fi od | Cl - 396.5 400.7 396.5¢ 
2 Dairy Products cece. MEORZ 50.7 60.! 58.6 14 Steel & Iron .______122.0 96.2 122.08 116.4 
5 Department Stores _______._ 71.8 53.9 67.2 64.2 3 Sugar 54.7 44.8 52.3 51.9 
6 Drugs & Toilet Articles. 184.4 149.8 173.2 167.4 2 Sulphur 281.9 206.6 281.9B 272.7 
2 Finance Compani 268.3 199.4 268.3B 266.5 5 Textiles 170.5 117.9 166.3 161.4 
7 Food Brands SS séd'772«06 152.8 175.8 171.9 3 Tires & Rubber_...._-_-—S>—— 33.6 27.5 33.1 32.0 
2 head Stores 2 OG 59.7 64.0 62.7 6 Tobacco 69.4 62.4 69.0 67.0 
3 Furniture 88.3 70.9 88.0 79.5 2 Variety Stores _..__ 327.5 286.9 324.3 312.8 
3 Gold Mining —_..____ 772.7 663.0 687.3 680.4 17 Unclassified (1947 Cl—100) 109.9 90.0 109.3 107.0 








New HIGH since: A—1947; B—1946. New LOW since: a—1947; c—1945. 
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Continued favorable weather conditions in Europe and 
prospects of record, or near record, crops at home led to 
somewhat easier prices for most farm products during the past 
fortnight. For the most part, futures were weaker than spot 
prices; and a number of commodities are bumping Govern- 
ment support levels. Imported silk is the only basic commodity, 
however, that is now cheaper than pre-war. The Japanese silk 
growers have no votes in this country. But low prices are not 
encouraging production. In the first six months of the current 
year we imported only 29,000 bales, against 450,000 for cal- 
endar 1941. Dintenaly silk is no longer a formidable com- 
petitor of rayon,’as it was in pre-war days. Crops are already 
coming to market in such floods that freight car shortages and 
lack of elevator space have compelled the railroads to clamp 
embargoes upon further shipments to a number of terminal 


points. Agriculture Department estimates indicate a record 
corn crop this season and the second biggest wheat yield in 
our history. Total harvesting of wheat, corn, oats and barley this 
year will reach the unprecedented total of 6.3 billion bushels. 
Another harvest like that next year would dump large sur- 
pluses into Uncle Sam's supporting lap. Taxes taken from the 
consumer's dollar would pay for it all. The Agriculture Depart- 
ment estimates that European production of bread grains this 
year, outside of Russia, will be 35%, larger than last year, 
though still 13°%/, under the 1935-9 average. Meanwhile popu- 
lation over there has been growing, despite heavy war casu- 
alties. Lower feed prices are expected to stimulate livestock 
feeding later in the year, and so lead to somewhat lower prices 
for meat by early 1949. Meanwhile look for agitation to rein- 
state meat rationing. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices —- August, 1939, equals 100 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1Yr. Dec.6 
July 19 Ago Ago Ago Ago Ago 1[94I 
28 Basic Commodities _____ 322.8 328.1 330.5 321.6 349.4 305.1 156.9 
11 Imported Commodities... 290.5 287.5 288.8 272.3 295.1 271.7 157.5 
17 Domestic Commodities... 345.7 357.4 363.0 358.2 389.8 328.8 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
High _..... 162.2, 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
Low _... 149.2 126.4 93.6 89.3 74.3 61.6 57.5 64.7 
452 


Date 2Wk. I|.Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
July!19 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture _ 382.1 383.4 399.7 373.7 421.0 373.1 163.9 
12 Foodstuffs —__. 401.7 420.1 422.5 401.5 448.0 365.2 169.2 
16 Raw Industrials 275.3 274.6 277.1 271.5 285.8 266.3 148.2 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 
High ............ 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low ............. 144,05 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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The Case Against Subsidies 





(Continued from page 427) 


now than city people are able to 
stand a continuation of present 
food costs. All the more deplor- 
able is it that at a time when 
inflationary forces are again on 
the move, Government measures 
are interposed to halt any 
counter-movement. All the more 
absurd to raise production incen- 
tives in the face of impending 
surpluses. 

Farm prosperity is a desirable 
goal, both for the farmers and for 
business, but it should not be 
sought at the expense of the con- 
sumer group and on a basis con- 
trary to.sound economic princi- 
ples. And our present farm pro- 
gram, its under-lying principles 
of one-sided and perpetual sub- 
sidation, are far from sound. Un- 
less revamped, it is bound to 
break down again just as it broke 
down before the war. At the out- 
set, it was not created to assure 
the farmer a profit, but to limit 
his losses, to act as a sort of stop- 
loss order. But actually its pro- 
visions worked as production in- 
centives—without adequate pro- 
duction controls. Whether there 
was a market or not, the farmer 
planted big crops and dumped 
them on the Government with the 
latter holding the bag. As one 
shrewd farmer put it: “We are 
individualizing the farmer’s 
profits and socializing his losses.” 
This is all too true. 

No other privileged group re- 
ceives such tender care. Being 
well organized and_ politically 
powerful, the farmer can and 
does push his demands, virtually 
certain that none of the major 
political parties will allow itself to 
be outdone by the other. This has 
cost the taxpayer billions in the 
past, and unless changed will cost 
more billions in the future. Yet 
in the end, it will solve nothing. 

Price supports take the form of 
outright purchases, or of loans to 
farmers with farm products as 
collateral. Either way the Gov- 
ernment in the past has found 
itself burdened with huge hoards 
of commodities for which it had 
paid more than any private dealer 
was willing to offer. The accident 
of war enabled it to unload the 
large stocks it had accumulated 
in this fashion. Since the war, 
with the world short of food and 
fibre, price guarantees remained 
largely inoperative. But now, with 
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demand and supply returning to 
normal, the excessively high 
floors provided for farm prices 
again point to large future sur- 
pluses and heavy drains on the 
taxpayer to maintain fictitious 
values. 

The basic fallacy of such a sys- 
tem is readily recognized by all 
who want to see it. The funda- 
mental idea behind parity support 
—as now understood—is to as- 
sure farm prosperity. If the 
farmer gets higher prices, it is 
argued, he can buy more goods 
from industry and thus keep busi- 
ness and employment at high 
levels. Indeed a worthy goal, but 
everything depends on how high- 
er farm prices are brought about. 
If by Government subsidation, 
farmers do get increased pur- 
chasing power. But the consumer, 
the industrial worker, has to pay 
more for his food, and also make 
up the subsidies in higher taxes. 
His purchasing power is corre- 
spondingly reduced. On balance, 
industry gains nothing except a 
shift in markets and sales po- 
tentials. 


Works One Way Only 


And strangely enough, farm 
subsidies work strictly one way. 
If farm prices go above parity, 
or are forced there by Govern- 
ment policies, the farm bloc does 
not offer, or is called upon, to 
bring them down to parity, nor 
are farmers expected out of the 
excess prices received to repay 
the subsidies previously paid 
them by the Government. It 
would be a logical thing, and if 
insisted upon, farmers today 
would be substantial contributors 
to the Treasury. But the system 
works only one way. 

Some of the more sophisticated 
defenders of the parity price sys- 
tem freely admit the unsoundness 
of the underlying economic argu- 
ments; that parity price support 
is merely a special privilege and 
an imposition on the consumer. 
But, they counter, our tariff in 
turn is an imposition on the farm- 
er who because of it has to pay 
higher prices for the industrial 
goods he buys. Parity prices, they 
argue, are the farmer’s equival- 
ent of the tariff; they even things 
up. 

This is not without truth. Pro- 
tective tariffs have hurt the farm- 
er not only because they raise the 
prices on industrial goods but be- 
cause they tend to reduce Amer- 
ican farm exports since they pre- 
vent foreign nations from ac- 





cumulating needed dollar ex- 
change to buy American farm 
products. Often, too, they have 
provoked retaliatory tariffs in 
other countries. But protective 
tariffs hurt the urban consumer 
as much as the farmer, apart 
from the fact that relatively few 
industries enjoy tariff protection. 
The city consumer thus is hit 
twice because on top of it, he has 
to compensate the farmer and his 
purchasing power is thereby re- 
duced all the more. 

The entire problem, in short, 
cannot be solved by protecting or 
subsidizing everybody, and by 
saddling everyone with the costs 
of the other’s protection. A far 
better approach would be to end 
both the parity price system and 
protective tariffs. 


Tariff Evils 


The evils of protective tariffs, 
if carried to excess as frequently 
done in our history, are sufficient- 
ly known; they far outdo what- 
ever may be gained by them for 
privileged groups or industries. 
The same is true of efforts to 
“stabilize” commodities. Attempts 
to lift prices of certain commod- 
ities permanently above their na- 
tural market levels have failed so 
often and so patently, if not dis- 
astrously, that no amount of ar- 
gument in favor of this practice 
can hide its shortcomings. In the 
end, some one must pay, and 
often pay dearly; usually the tax- 
payer, be he consumer, business- 
man or farmer. One need only 
recall our attempts to stabilize 
cotton, resulting in the piling up 
of a whole year’s crop in storage 
and, at the same time, the stimu- 
lation of enormous growth of cot- 
ton in competing countries, there- 
by destroying our own export 
markets. 

Also, when price supports are 
tied in with restriction schemes 
to give the farmer more for re- 
stricting production or to give 
him the same amount for arti- 
ficially reduced output, it is hard- 
ly different from forcing con- 
sumers or taxpayers to pay people 
for doing nothing at all. The 
beneficiaries of such schemes ob- 
tain purchasing power, but some- 
one else loses it. And without 
forced restriction of output, price 
supports act purely as production 
incentives. Sooner or later, un- 
sold surpluses of overpriced com- 
modities pile up until their 
markets ultimately collapse far 
more than if there had been no 
control program. We have seen 
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~ PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


INVITATION FOR BIDS FOR PURCHASE OF 
PREFERRED STOCK 


Bids for the purchase as a whole of an issue of 200,000 sharesof % 
Cumulative Preferred Stock, par value $100 per share, of Public Service 
Electric and Gas Company (herein referred to as the “Company”) 
will be received by the Company at its office, 80 Park Place, Newark 1, 
N. J., up to 11 A.M., Eastern Daylight Saving Time, on Wednesday, 
August 4, 1948 (such time for receiving such bids having been post- 
poned from the date initially fixed, viz., July 7, 1948). Questionnaires, 
if not presently on file, must be filed with the Company, in triplicate, 
before 11 A.M. Eastern Daylight Saving Time, on Monday, August 2, 


1948. 


Copies of the Prospectus relating to such Preferred Stock, of the State- 
ment of Terms and Conditions Relating to Bids and of other relevant 
documents referred to in such Statement may be examined, and copies 
of certain of such documents may be obtained, at the Company’s office, 
80 Park Place, Newark 1, N. J. Bids for the Preferred Stock will be 
considered only from persons who have received a copy of such 
Prospectus and only if made in accordance with and subject to the 
* terms and conditions of such Statement. 


_PUBLIC SERVICE ELECTRIC AND GAS COMPANY. 


Newark, N. J. 
July 24, 1948. 


By GeorGce H. Bake, 
President. 





this happen in the past, and it 
may happen again unless sounder 
principles prevail. 

There is another aspect to the 
problem, no less important. When 
prices are controlled, economic 
freedom is restricted. And when 
economic freedom is unduly lim- 
ited, political freedom is usually 
endangered. This too, we have 
seen happen. 

All of which goes to show that 
subsidies in whatever form will 
seldom if ever do any lasting 
good except to privileged groups. 
Yet the cry for subsidies from 
various pressure groups, or for 
strictly political purposes, never 
ends. Right now we are subsid- 
izing housing at a rate that is 
bound to spell ultimate trouble. 
In doing so, we are not only sub- 
sidizing housing but also infla- 
tion, quite apart from the fact 
that it furnishes great opportun- 
ity for patronage and political 
favoritism. 


Housing Subsidies 


Public housing today means 
subsidized housing which rents 
for less than its market value. 
Some one has to pay the differ- 
ence—the taxpayer. And strange- 
ly, the low income earners who 
are to benefit from the public 
housing program are not always 


454 


the recipients of such support, 
nor can we hope to provide cheap 
housing for all of them. If we 
were to attempt it, building costs 
would further skyrocket and the 
taxpayers would go broke. The 
simple fact is that public housing 
cannot remove the inequities in 
the housing situation but creates 
new ones and tends to make im- 
possible a lasting solution of the 
housing problem. In the end it 
would mean fewer homes for 
those who do not qualify for sub- 
sidation, and measurably higher 
charges on those fewer homes. 
This inescapable conclusion 
calls for careful study and re- 
vision of our public housing pol- 
icies, just as our farm policy 
needs a thorough revamping. Un- 
fortunately, high farm price sup- 
ports at 90% of parity, that is ex- 
tension of wartime supports, ‘have 
been asured for another eighteen 
months, with the implication that 
food costs will not go down much 
during this period. It is to be 
hoped that in the interim, Con- 
gress will not be swayed from its 
present intention to reduce sup- 
port levels thereafter. The Senate 
has proposed a long range pro- 
gram setting flexible supports 
with loans between 60% and 
90% of parity, at the discretion 
of the Secretary of Agriculture. 





These levels are still too high 
and compare with former New 
Deal levels ranging between 52% 
and 75% which were mandatory 
only for six basic crops. At pres- 
ent, virtually all farm products 
have support programs, either 
mandatory or discretionary. Such 
largesse cannot continue without 
serious consequences. Above all, 
the outmoded parity formula is 
in dire need of revision. It is 
unfortunate that any ultimate 
solution cannot be strictly based 
on economic soundness but must 
compromise between what is eco- 
nomically sound and what is 
politically desirable or acceptable. 





ERP in Operation— 
Objectives and Performance 





(Continued from page 422) 
tries evening off, with absence of 
a clear-cut agreement with Britain 
about the use of ECA-dollars, pos- 
sibly leading to renewed friction, 
and with France again in the 
throes of approaching currency 
difficulties as attested by renewed 
weakness of the French franc 
which is severely upsetting French 
financial plans. 

Domestically, ECA’s impact will 
continue to be felt most in the field 
of foodstuffs and “expendable” 
goods such as oil, coal, certain 
metals, tobacco, etc. Orders for 
capital goods including the various 
types of machinery will be slow in 
coming through, depending in part 
on conclusion of loan negotiations 
still in the initial stages. 


Rebuilding 
of Japanese Trade — 
Under U. S. Occupation 


(Continued from page 4383) 

Much will depend upon how 
Japan manages its manifold prob- 
lems, particularly the arresting 
of inflation and the stabilization 
of the yen. At the present time, 
trade between Japan and foreign 
countries is subject to interfer- 
ence by the Government and the 
occupation authorities, with the 
result that the amount of red tape 
is terrifying. All Japanese ex- 
ports are divided into some 200 
categories and each of them is 
assigned a special dollar-yen ex- 
change rate, varying from time 
to time. In the case of some prod- 
ucts, the exchange rate has been 
as low as 80 yen to the dollar, as 
will be seen from the accompany- 
ing table. On the other hand, 
there are products which have 
an assigned exchange rate of 900 








THE MAGAZINE OF WALL STREET 


Se Taka 








—=—rAa Ak bh Ome 8 DQtoks 4a 


s wet PAM tA 


= a ee a ae ae” a 











hata 


1 RSMAS TEASE acs Code BRE 








yen to the dollar. 

The objective of this multiple 
rate arrangement is to encourage 
exports at all cost. But the mul- 
tiple rate system has its disad- 
vantages. It treats efficient pro- 
ducers in the same way as 
inefficient producers, and con- 
tributes to inflation. Exporters 
who are given a high conversion 
rate for the dollar can pay high- 
er wages and thus contribute to 
the spiraling of wages and costs. 
The system also promotes graft 
and bureaucracy. 

Conversely, as the Oriental 
Economist points out, ‘a single 
exchange rate will benefit the 
economy by discouraging uneco- 
nomical enterprise, by exhorting 
competition, by linking the Jap- 
anese economy with that of other 
countries on a rational basis, and 
by stabilizing the wage level.” 

Hence the sooner the single 
yen-dollar conversion rate is de- 
cided upon, the better for the re- 
storation of foreign trade and the 
promotion of production in Japan. 





Outlook for Sugar Industry 





(Continued from page 439) 
conditions of the first five months, 
which have now been somewhat 
relieved by rising prices. World 
competition has not yet reached 
the disastrous stage which may 
be envisaged when Europe and 
the Orient get back into capacity 
production of beet and cane 
sugar respectively. Yet leading 
Cuban sugar stocks are currently 
selling at only 2 or 3 times their 
record earnings for the fiscal year 
ended last September. 

Cuban producers may be able 
to market some of their surplus 
through ECA, for sugar to aid 
undernourished Europeans costs 
less per calory than flour or rice. 
Also, the Cuban companies have 
made notable progress in recent 
years in rehabilitating their cap- 
ital structures, finances and 
plants. While labor demands 
might cut into earnings, the com- 
panies should not do too badly. 
A general strike of Cuban sugar 
workers scheduled to begin July 
1 was averted at the last minute. 
Sugar workers had threatened to 
strike over a cut in wages during 
the idle season (wages are nor- 
mally geared to prices during this 
period.) A breathing spell has 
now been established until No- 
vember 30, when a Government 
Commission will report on living 
conditions. This issue of wages 
vs. prices may become serious in 
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future, in view of the fact that 
the Cuban Government continued 
the 1947 wage scale (hased on 
previous sugar prices) into 1948. 

Generally speaking, Cuban pro- 
ducers face the problem of mov- 
ing another large crop and lower 
prices point to declines in sales 
as well as net profits, the latter 
further affected by continuing 
high labor costs and possible in- 
ventory losses. 


Puerto Rican Break-up of Estates 


As to the Puerto Rican com- 
panies, it is difficult to generalize 
because of the special conditions 
prevailing in the Island, with re- 
spect to the break-up of planta- 
tions and sale of land to the Gov- 
ernment. Each company must be 
studied “on its own” with refer- 
ence to the progress of litigation, 
timing of special distributions to 
stockholders, etc. For the time 
being these factors seem to out- 
weigh marketwise the question of 
earnings. 

American beet sugar producers 
are not doing as well this year as 
last. Wages set for the industry 
last February were based on a 
price estimate of $4.50 per ton 
but up to the end of June prices 
had dropped $1 to $1.50 per ton. 


Hence growers in the West con- 
verted some 10% of acreage from 
beets to potatoes and bean culti- 
vation. Strike closings of two 
cane refinery plants have, how- 


ever, given temporary aid to 
Great Western and other beet 
companies. 


The beet sugar industry was 
de-controlled last year and earn- 
ings in the latest fiscal year 
(which ends in February-March 
for most companies) were good. 
Last year the Government, 
through the Commodity Credit 
Corporation, guaranteed an aver- 
age price of 8.10¢ a pound, but 
this year the support has been 
withdrawn. Because of this with- 
drawal, the companies have gone 
back to their pre-war type of 
contract under which beets are 
purchased from farmers on the 
basis of sugar content and prices 
realized. It appears unlikely that 
the industry will meet its quota 
this year. 

However, beet sugar stocks 
will continue, as in the past, less 
“cyclical” or speculative than the 
Cuban and Puerto Rican issues. 
One reason for this is the fact 
that the industry is becoming 
more mechanized, and less de- 
pendent on cheap “stoop” labor. 
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It is hoped by the industry that 
eventually it may be able to com- 
pete with the Cuban cane indus- 
try on almost an equal basis, espe- 
cially if Cuba continues its pres- 
ent high wage scale. 


Refiners (whose stocks are 
somewhat more stable than those 
of the island producers) were 
shocked by the Supreme Court 
decision of early May, which held 
that a group of California beet 
sugar growers had cause of action 
against local refiners who had 
agreed among themselves on uni- 
form prices to be paid. Justice 
Rutledge made this the occasion 
for a scathing attack on monopoly 
throughout the sugar industry. 
Hence refinery company stocks, 
which come closest to investment 
status of any of the four groups 
named above, now appear to be 
under a political cloud—though a 
turn to the right in November 
might nullify the action of a Su- 
preme Court which is still some- 
what “New Dealish” in its phil- 
osophy. 

Because of the element of polit- 
ical control, sugar shares often 
do not conform to action of the 
general market. At current prices, 
the stocks of the sugar group are 
moderately priced in relation to 
prospective earnings, but the pos- 
sibility of further declines in 
sugar prices suggests that the re- 
cent indifferent market action 
will continue over the nearer 
term. 

Shares of the leading refiners 
are in relatively best position, 
followed by those of the domestic 
beet sugar producers, though 
lower earnings are indicated this 
year. Those of Cuban and Puerto 
Rican producers, despite high 
dividend yields on basis of most 
recent payments, lack outstand- 
ing appeal in view of longer term 
market and operating uncer- 
tainties. 





Banks At Mid-Year 





(Continued from page 441) 


probably would now be offering 
additional issues of capital stock 
to bolster their resources, but 
poor market conditions appear to 
have deterred action along these 
lines. Eventually a number of 
them will have to come to this 
and judging from past experi- 
ence, such steps may result in the 
issuance of subscription rights 
that may prove valuable to share- 
holders. 
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Meanwhile the fundamental 
position of the nation’s banks re- 
mains exceptionally sound, due to 
the high proportion of Govern- 
ment securities in their port- 
folios, while conservative divi- 
dend policies are making possible 
a continuous upbuilding of sur- 
plus accounts through retained 
earnings. Despite the now chang- 
ing scene in the field of opera- 
tions, dividends of the stronger 
institutions are exceptionally well 
secured and have lost none of 
their traditional reputation for 
above average stability. 

Varying Experience 

Recent bank experience and 
near term potentials naturally 
vary according to location in the 
country, though a general expan- 
sion in term loans has broadly 
helped in bringing interest in- 
come to higher levels. Shifts in 
population and marked industrial 
expansion, particularly in the 
Southwest and on the Pacific 
coast, have created uptrends in 
deposits and net earnings that 
for some time to come should 
benefit banks in those areas. 
Home building loans, often carry- 
ing substantial Government guar- 
anties, have provided profitable 
sources of income for banks lo- 
cated in all sections, in many 
cases tending to offset the wide- 
spread retirement of farm loans. 
Indeed, the expansion in real es- 
tate loans seems to be more 
marked in some of the smaller 
centers than in the large cities. 

Reviewing the New York banks 
first, the status of all Clearing 
House banks in the metropolis at 
midyear is interesting to con- 
sider. Compared with a year earl- 
ier, the average deposits were 
about $300 million lower, and the 
rise in reserve requirements since 
the beginning of the year had the 
cumulative effect of reducing 
lendable funds by $800 million 
more. In the face of this adverse 
factor, however, this large group 
of banks earned 6.3% on their 
capital funds during the six 
months period compared with 
5.7% in the same 1947 interval. 
This reflects a substantial gain 
in loans together with higher in- 
terest rates, and because of the 
European Recovery Program, 
some observers think that loans 
and operating earnings may ex- 
pand moderately during the sec- 
ond half. 

What trend will develop for net 
earnings will depend largely upon 
the impaet of higher wage costs, 
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or the possibility that the Federal 
Reserve Board may decide to im- 
mobilize another $400 million by 
raising its reserve requirements 
another 2%. All said, the outlook 
should warrant confidence but 
hardly enthusiasm. The chances 
are favorable for net earnings to 
cover dividend requirements by a 
very comfortable margin. 

The National City Bank of 
New York and its wholly owned 
subsidiary, City Bank Farmers 
Trust Company, pushed their 
combined resources to above $5 
billion in the second quarter. Net 
consolidated operating earnings 
of $1.57 per share were only a 
penny lower than in the same 
period a year earlier, but profits 
from sales of securities were 
sharply lower, reducing final six 
months net. to $1.67 per share 
compared with $2.01 for the 1947 
first half. However, these figures 
do not include recoveries credited 
directly to reserves. In line with 
the general trend among the 
banks, consolidated holdings of 
Government securities on June 30 
were 4% lower in relation to total 
assets than at the beginning of 
the year, whereas the ratio of 
loans on the same basis rose by 
2%. Deposits of $4.7 billion 
showed a decline of about $250 
million during the second quarter. 


Good Near Term Outlook 


The near term outlook for the 
National City Bank is brightened 
by its special operating set-up. 
The numerous local branches of 
this institution are handling an 
increasing number of profitable 
consumer loans, and the 35 
branches in Latin America are 
exceedingly active. In other parts 
of the world, too, this bank is 
providing service on a very broad 
scale, especially where interna- 
tional trade is involved. The bank 
has already earned in the first 
half more than enough to cover 
dividends of $1.60 per share for 
the full year, though distributions 
are hardly likely to become more 
liberal very soon. Dividends have 
been paid without a break since 
1813, and the 4% yield now avail- 
able with the shares selling 
around 40 appears attractive in 
view of the sound investment 
quality of the stock. 

The Chase National Bank ex- 
perienced a decline of about $300 
million in total assets from Janu- 
ary to July, with deposits shrink- 
ing by $320 million. The bank 
however reduced its holdings of 
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Government securities by 5% of 
total assets and increased its 
ratio of more profitable loans in 
approximately the same degree. 
Net current operating earnings 
accordingly rose to $1.27 per 
share in the first six months com- 
pared with $1.11 in the same 
1947 period. But the bank lost 
21 cents per share on security 
transactions so that net earnings 
in the final analysis were down to 
$1.06 per share. On June 30, 
loans of $1.46 billion by Chase 
National were higher than for 
many years past and income from 
this source seems likely to expand 
steadily. Capital and surplus total 
$265 million and undivided profits 
now amount to an additional 
$58.9 million compared with 
$52.3 million a year ago. The 
shares, recently priced at 36, have 
a book value of $43.78. 


Total resources of the Guar- 
anty Trust Company at midyear 
were slightly lower than _ six 
months earlier, a $48 million de- 
cline representing about 17%. 
Compared with the end of March, 
though, total resources, loans and 
deposits all showed modest im- 
provement. Net operating profits 
in the first half year developed a 
nominal uptrend compared with 
the initial six months of 1947, 
but a decline of some $450,000 in 
recoveries along with a transfer 
of $750,000 to reserves for bad 
debts brought final net profits to 
$9.18 million against $9.74 mil- 
lion in the first six months of 
the preceding year. On a _ per 
share basis this would be $9.18 
compared with $9.74 on a million 
shares outstanding. Despite a 
probable further decline in invest- 
ment income in coming months, 
there is a fair prospect that net 
income for 1948 may equal the 
$18.28 per share reported for 
1947. In any event the $12 annual 
dividend appears well assured. 


Turning to the Pacific Coast, 
we find the nation’s largest bank, 
the Bank of America, N. T. & 
S. A. with total resources of $5.8 
billion up about $13 million com- 
pared with the end of 1947. This 
bank, with branches scattered all 
over California, has been sharing 
significantly in the postwar pros- 
perity of the state in which it 
operates. As with the big eastern 
banks, loans have tended to in- 
crease substantially while hold- 
ings of governments are now 
smaller. Loan transactions num- 
ber well above one million an- 
nually and as interest rates to 
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small borrowers are usually high- 
er than to others, the bank’s earn- 
ings continue to develop an up- 
trend. Net per share reported for 
the first six months came to $3.23 
against $4.23 for the entire year 
1947. Considering the current 
rapid industrial growth of the 
area served, the outlook for the 
bank is good. The dividend ap- 
pears assured and at 46, the 
shares provide an attractive yield 
of 4.9%. 

While bank shares are by no 
means riskless, those of the old 
and firmly established institu- 
tions enjoy an exceptionally high 
investment rating. Of the 12,000 
or more insured commercial 
banks in the country, only six 
last year had to call the Federal 
Deposit Insurance Corporation to 
the rescue, and in 1946 not one 
applied. 

Prices of bank shares generally 
have not risen in proportion to 
upswings in the stock market, at 
least for many months past. To 
judge our table, appraisals of 
stock values are based closely 
upon the yield factor, with less 
regard for price-earnings ratios 
and apparently little, if any, for 
book values. This latter factor de- 
serves consideration in view of 
the substantial amount of Govern- 
ment securities included among 
net assets; book values of many 
bank shares are surprisingly 
higher than quoted share prices. 





International Harvester vs. 
Oliver Corporation 





(Continued from page 436) 


national Harvester probably has 
borrowed from open bank lines, 
which totaled $100 million at the 
end of its last fiscal period. 

In comparing 1947 operating 
margins of the two companies, it 
will be seen that the ratio of 
10.3% for Oliver was somewhat 
better than the 9% shown by 
International Harvester. Oliver’s 
relative advantage on this score 
was partly due to improved co- 
ordination of sales, merchandis- 
ing and administrative activities 
in the handling of larger sales. 
In other words, overhead ex- 
penses in 1947 were reduced to 
only 5.9% of sales compared with 
7.2% in the previous year. 

Expanded volume brought sim- 
ilar advantages to International 
Harvester, but from a higher 
base. The percentage of IHC’s 
overhead and sales expenses to 
volume fell to 8.2% in 1947 
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AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 
The following dividends have been declared: 
Preferred Capital Stock 
One and three-quarters per cent 
(13% %) payable October 1, 1948, 
to the holders of record at the close 
of business September 16, 1948; 
Common Capital Stock 
Three dollars ($3.00) per share 
payable October 2, 1948, to the 
holders of record at the close of 
business September 16, 1948. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 
Howarp C. Wick, Secretary 
July 15, 1948 








Qe 
CARBON COMPANY 


One-Hundred and Seventh 
Consecut:ve Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid September 10, 1948 
to stockholders of record August 13 
1948, at 3 P. M. 


GEORGE L. BUBB 


Treasurer 














Burroughs 


189th CONSECUTIVE CASH DIVIDEND 
A dividend of fifteen cents ($.15) a share 
has been declared upon the stock of BUR- 
ROUGHS ADDING MACHINECOMPANY, 
payable September 10, 1948, to share- 
holders of record at the close of business 


August 2, 1948. 
S. F. HALL, Secretary 
Detroit, carn i 














July 9, 
CONTINENTAL 


C CAN COMPANY, Inc. 


The third quarter interim dividend of 
= five cents (25¢) per share on the 
ommen stock ef this Company has been 
declared payable September 15, 1948, to 
stockhelders of record at the close of 
business August 25. 1948. Books will not 
close. 
SHERLOCK McKEWEN. Treasurer 














NATIONAL CONTAINER CORPORATION 


A regular quarterly dividend of $0.296875 was 
declared on the 434% Cumulative Convertible 
Preferred Stock of National Container Corpora- 
tion, payable August 2, 1948 to stockholders of 
record July 20, 1948. 

HARRY GINSBERG, 


Treasurer 














NATIONAL CONTAINER CORPORATION 


On July 9, 1948, a regular quarterly dividend of 
30c per share was declared on the Common Stock 
of the National Container Corporation, payable 
Sentosa 10, 1948 to stockholders of record 
August 16, 1948. 

HARRY GINSBERG, 


Treasurer 
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WARD BAKING COMPANY 


Special Dividend 
on Common Stock 


The Board of Directors has declared a 
special dividend of 20 cents a share on 
the Common Stock payable August 18, 
1948 to holders of record August 2, 


This payment, togeiser with two divi- 
dends totaling 30 cents a share already 
paid this year, places the Common 
Stock on a quarterly basis of 25 cents 
per share for the fiscal year to date. 


L. T. MELLY, Treasurer 


EZGEEE! 475 Fifth Ave. {MULE 
TIP-TOP| New York City 
July 22,1948 gery 











WARD BAKING COMPANY 
Preferred Dividend 


The Board of Directors has declared 
the quarterly dividend of $1.37% a 
share on the Preferred Stock payable 
October 1, 1948 to holders of record 
September 14, 1948. 


Common Dividend 
The Board of Directors has declared 
a quarterly dividend of 25 cents a 
share on the Common Stock payable 
October 1, 1948 to holders of record 
September 14, 1948. 
L. T. MELLY, Treasurer 


CZCEH 475 Fifth Ave. {MCE 
TIP-TOP| New YorkCity |T|P-TOP 
Pe ae 


























GB Cnown Conc B Seat 


PREFERRED DIVIDEND 

The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 Cumu- 
lative Preferred Stock of Crown Cork & Seal 
Company, Inc., payable September 15, 1948, 
to the stockholders of record at the close of 
business August 20, 1948. 

The transfer books will not be closed. 


COMMON DIVIDEND 

The Board of Directors has this day de- 
clared a Dividend of twenty-five cents ($.25) 
per share on the Common Stock of Crown Cork 
& Seal Company, Inc., payable August 27, 
1948, to the stockholders of record at the close 
of business August 6, 1948. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 

July 22, 1948. 

















against 11.2% in 1946 but the 
tremendous activities of this 
larger concern apparently require 
relatively higher outlays for su- 
pervision and promotion than re- 
spective sales would indicate. 
When it comes to pre-tax mar- 
mins, though, the large amount 
of dividends received by Har- 
vester almost evened up the pic- 
ture, its ratio being 10% com- 
pared with 10.4% for Oliver. 

In scanning the ten year net 
earnings record of the two manu- 
facturers, Oliver earned an aver- 
age of $2.04 per share compared 
with $1.49 for International Har- 
vester, indicating that mere dif- 
ference in corporate size and 
volume does not necessarily be- 
come the determinant factor in 
income fundamentals. Further- 
more, only in 1938 and 1940 did 
Oliver fail to earn more per share 
than its competitor during the 
last decade. 

More significantly, perhaps, 
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Oliver’s net for six months ended 
April 30, 1948 jumped to $4.07 
per share against $2.01 for IHC. 
This showing indicates an annual 
rate of around $8 and $4 respec- 
tively. During the last 13 years, 
Oliver Corporation’s aggregate 
net earnings were around $20.2 
million, of which $12.39 million 
have been plowed back into the 
business. While these figures 
might appear small in relation to 
the dollar showing for Harvester, 
their bearing on swelling per 
share earnings is what counts 
now and may _ become — more 
weighty during the near term. 
The dividend records of these 
concerns, on the other hand, are 
another matter in making com- 
parisons. International Harvester 
has made some payments in every 
year since at least 1918, before 
which records are not available. 
Oliver Corporation began to pay 
common stock dividends only as 
recently as 1941, since when reg- 
ular but varying payments have 
been made. This brought Oliver’s 
average dividends for a decade 
down to 53 cents per share 
against 93 cents for Harvester, 
on a calendar year basis. But 
during the last two years the gap 
has been gradually narrowing. 
In calendar 1946, Oliver paid 
50 cents per share, followed by 
$1 in 1947, whereas the relative 
distributions by International 
Harvester were $1 and $1.22 per 
share. This year to date, total 
Oliver dividends have been $1.25 
compared with $1.35 for IHC. In 
relation to net earnings, Har- 
vester dividends have been more 
liberal in the past but this was 
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due to its very ample resources, 
It is quite possible that Oliver's 
dividend policies may become in- 
creasingly liberal as its expansion 
and modernization program nears 
completion; during the first half 
year it distributed only about 
30% of net earnings. 

Turning to balance sheet fig- 
ures, International Harvester had 
working capital of $233.3 million 
at the end of fiscal 1947. While 
this compares with $317 million 
at the end of 1945, the current 
ratio of 3.2 indicates a very 
satisfactory financial status de- 
spite large sums spent in the 
company’s expansion program. In 
part, this has been made possible 
by the increasingly affluent posi- 
tion of dealers and farmers in re- 
cent years, with the result that 
cash discounts have substantially 
replaced rather long term credits. 
Back in 1940 when IHC sales 


were only $274 million, it had to | 


carry net receivables of $95.1 
million. With sales of $741 million 
in 1947, net receivables were only 
$28 million. Harvester’s inven- 
tory status is comfortable, also, 


and its cash holdings are about a | 


third of current assets. 


These same favorable factors 
have helped to ease the financial 
problems of Oliver Corporation 
at a time when its capital needs 
in postwar were substantial. Net 
working capital has expanded 
from $11.5 million in 1938 to 
$27.2 million in 1947, partly due 
to retained earnings and in part 
to the sale of preferred stock in 
1944, though a moderate shrink- 
age has occurred in the last year 
or two. As it happens, Oliver also 
has a current ratio of 3.2, exactly 
the same as its competitor, and 
its ratio of trade receivables to 
sales has declined in much the 
same manner. The inventory posi- 
tion of this concern is satisfac- 
tory with inventories represent- 
ing only 35% of sales compared 
with about 50% in 1941. 


. As to relative merits of the 
shares of International Harvester 
and Oliver, it should be realized 
that both represent equities in an 
industry that is highly sensitive 
to cyclical changes, thus enhanc- 
ing their long term speculative 
aspect. The fine long record of 
dividend payments by Harvester, 
nevertheless, tends to strengthen 
the investment fundamentals of 
the stock, while an impregnable 
financial status and a dominant 
position in the industry lend con- 
fidence in its future operations. 
The price of IHC shares during 
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In this major market revaluation when the investment 
action you take is vital to preserving and building capital 
and income... we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . .. projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 








your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 


Profits Taken Consistently 
Since gauging the turn in early April... 


ing keynote Forecast SERVICE. 


4. Continuous Consultation 


are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead . . . and 
has gauged the movements of 
1947-1948 with high accuracy. 


through accurate market timing and sound 
selection... we have advised taking the 
following cash profits on our recommen- 
dations: 


Points Profit Points Loss 
May. cnn 23!/g 2"/g 
ee 531/, ig 
> ceaciea 


Enroll NOW to join our subscribers in 


You are welcome to consult us 
... by mail or by wire... . on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 














2. Definite Advices on Intrin- 


capitalizing on developing opportunities. 


A Plus Service . . . These con 











sultation privileges alone can be 





sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders .. . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW to receive our definite recommendations of 
“Undervalued Securities for Profit and Income” now be- 
ing selected . . . and new opportunities as uncovered. At 
this time, you also have the advantage of our Special Offer 
of Free Service to Labor Day. 





FREE SERVICE TO LABOR DAY 








Special Ofer 
* You / 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [1 $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from Labor Day) 
SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: $1.00 six months; (J 
i id Canada. 

OO $3.50 six months; 


(J Telegraph me collect in anticipation of 
important market turning mts . . e 
when to buy and when to sel! 


$2.00 








MONTHS’ one year in U, S. an 
service 900 fy irae ae ee 
MONTHS’ Name 
12 service 979 
Address 
Complete service will start at 
once but date from Labor Day. City 


State 





Subscriptions to The Forecast 
are deductible for tax purposes. 


cme ewes wwe ewe eee ee ee ee 
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Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for ow 
instial onalytical and advisory report. 
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Beneficial 


industrial Loan 


Cerporation 


DIVIDEND NOTICE 
Dividends: have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 

$3.25 Dividend Series of 1946 
$.811/, per share 


(for quarterly period 
September 30, 1948) 


CUMULATIVE PREFERRED STOCK 
$4.00 Dividend Series of 1948 
$1.022 per share 
(for period ending September 30, 1948) 


COMMON STOCK 
$.37!/2 per share 
The dividends are payable Septem- 
ber 30, 1948 to stockholders of rec- 
ord at close of business September 
15, 1948. 


July 16, 1948 


Puivip KaPINnas 
Treasurer 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 

dend of 75 cents per share and an additional! 

dividend of 5@ cents per share on the Com- 

pany’s capital steck, payable September 15, 

1948, te stockholders of record at the close 

of business August 26, 1948. 

BACHMAN G. BEDICHEK, 

Assistant Seeretary 











MARTIN-PARRY 

CORPORATION 

DIVIDEND NOTICE 
The Board of Directors has de- 
clared an extra cash dividend of 
fifty cents (50¢) on the Capital 
Stock of the Corporation, payable 
August 24, 1948, to stockholders of 
record at the close of business 
August 10, 1948. 








T. Russ Hill, President 











COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held July 20, 1948, 
declared a quarterly dividend 
ef $1.06%4 per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able August 16, 1948, to 
stockholders of record August 
2, 1948. 


A, SCHNEIDER, 
Vice-Pres. and Treas. 

















GOODFYEAR 


DIVIDEND NOTICE 


The Board of Directors § 
has declared today the fol- 
lowing dividends: 
$1.25 per share for the third I 
quarter of 1948 upon the $5 
Preferred Stock, payable Sep- 
tember 15, 1948 to stockhold- ; 
ers of record at the close of § 
business August 16, 1948. 
$1.00 per share upon the 
Common Stock, payable Sep- 
tember 15, 1948 to stockhold 
ers of record at the close of 
business August 16, 1948. 


The Goodyear Tire & Rubber Co. 
By W. D. Shilts, Secretary 
Akron, Ohio, July 19, 1948 
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FINANCIAL PRINTING 


UNITED SERVICE PRINTING CORP. 
17 Vandewater St. * BE 3-0427 + New York 7, N. Y. 


SERVING WALL STREET SINCE 1919 


ONE-TIME CARBON FORMS 
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the current year has held within 
a rather narrow range of 3414- 
3214. 

Oliver Corporation is an exam- 
ple of vigorous growth during re- 
cent years, though its dividend 
record is short, dating back to 
1941 and thus coinciding with the 
exceptionally favorable conditions 
of the war and postwar period. A 
relatively compact organization is 
in its favor and due to the cur- 
rent bright market conditions in 
its field, the company can capital- 
ize impressively on its outlays for 
modernization. That speculative 
regard for Oliver’s shares has 
improved of late is shown by an 
advance in price from 225% early 
this year to a recent level of 
around 36. Dividend yield on 
both shares at present is not very 
attractive but the chance of 
medium term improvement by 
Oliver appears stronger. On bal- 
ance there seems to be no doubt 
of the more desirable investment 
fundamentals of International 
Harvester shares, but the appre- 
ciation potentials of Oliver stock 
seem more clearly marked. 





Earnings Trends During 
The First Half 


(Continued from page 425) 


fall, and since then a downtrend 
in sales and net earnings has 
been characteristic of most of the 
major concerns. General Tire & 
Rubber’s sales for 6 months 
ended May 31 came to only $46.7 
million compared with $61.7 mil- 
lion in the same interim period 
of 1947. Rather naturally net 
earnings declined sharply, but at 
about an equal rate with the vol- 
ume decline. Good control of costs 
must have prevented a steeper 
dip in earnings, for the com- 
pany’s break-even point had been 
forced high. In the face of re- 





duced export orders in recent 
months and a slight further 
downtrend in domestic sales, the 
rubber manufacturers as a rule 
have cut production schedules, 
but instead of lowering prices, 
they have, one by one, announced 
price advances to compensate for 
higher costs. Since orders for 
rubber products are still much 
above prewar and automobile pro- 
duction is increasing, dollar sales 
may soon trend upward in this 
industry, provided no price war 
starts ; in this event some improve- 
ment in earnings may follow as 
the year unfolds. In any event an 
extension of the recent downtrend 
in earnings is unlikely. 

A 20% rise in sales reported 
by Hayes Manufacturing Com- 
pany during the 6 months endéd 
March 31 was accompanied by an 
even more significant upspurt in 
net earnings to $1.58 per share, 
compared with 89 cents for the 
same period a year earlier. This 
earnings gain reflects a relative 
improvement in operating condi- 
tions, with no hampering strikes 
and with a more ample supply of 
materials. Product diversification 
also has broadened the company’s 
arkets and demand has been such 
that firm prices have been easily 
sustained. Under existing condi- 
tion in the automotive parts in- 
dustry, a further uptrend in vol- 
ume and profits could be in store 
for this concern, though its pre- 
war record was rather drab. 

Loew’s, Inc., in common with 
many other moving picture con- 
cerns, made a poor showing earn- 
ingswise in its latest interim re- 
port. For 40 weeks ended June 3, 
net earnings were reported as 92 
cents per share compared with 
$2.12 for the corresponding peri- 
od in 1947. Falling attendance in 
the company’s theater chain par- 
tially accounted for the poorer 
showing, but in the main the im- 
pact of heavy production costs 
and reduced revenues from Eng- 
land has squeezed profit mar- 
gins severely. There is a good 
chance, though, that net earnings 
of this’concern may soon reverse 
their downtrend, due to strong 
efforts to produce forthcoming 
pictures at far lower costs than 
formerly seemed advisable. On 
the other hand the possibility 
that the company may have to 
divest itself of its theaters under 
court rulings clouds the longer 
term outlook, though disposal of 
these valuable income producing 
units may bring a windfall to 
Loew’s shareholders. 
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| a years can be a mighty short span in the history of a 
business. Yours for example. 


When the time comes to address your fellow executives 
at the“Annual Banquet” in 1958, will there be a decade 
of outstanding company progress for you to review? 


One way to make sure of a prospering business tomor- 
row is to make certain today that your employees are 
buying U.S. Security Bonds regularly—on the Payroll 
Savings Plan. The Payroll Savings Plan is a“look-ahead” 
plan for both management and employees. It builds up 
an employee group with a sense of extra security...with 


a tangible stake in the nation’s future...a group bound 


Better plan your speech now 
for that 1958 Dinner 
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to shun dollar-destroying philosophies. At maturity, the 
Bonds pay $4 for every $3 invested. 


P.S.P. is paying off today, for every Security Bond dollar 
built up in the Treasury retires a dollar of the national 
debt that is potentially inflationary. Records of the com- 
panies that actively maintain the Payroll Savings Plan 
show improved employee attitudes. Absenteeism and 
accidents have dropped as the individual’s feeling of 


security grows with regular Bond buying. 


The whole plan of action for use within your company 
has been mapped out. Just call your Treasury Depart- 
ment’s State Director, Savings Bond Division. 
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The Treasury Department acknowledges with appreciation the publication of this message by 
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This is an official U.S. Treasury advertisement prepared under the auspices of the 
Treasury Department and the Advertising Council. 
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